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Mar. 23, 1976 | ORDER, that the testimony of Louis Goldenberg is to be 
totally disregarded and it shall not be considered in 
any way by Court in its determination of this case. 


It is further nee 


ORNER, that Resp's Motion filed on Dec. 16, 1975 is 


APR 2 1976 
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UNITED STATES ‘AX COURT 
EDWARD M. GILBERT, 


Petitioner, 


COMMISSIONER OF INTERNAL REVENUE 


> 


) 
) 
; 
Vis ) Docket No. 6426-72 
) 
) 
) 
) 


Respondent. 
STIPULATION OF FACTS 


The parties hereby stipulate and agree that for the purpose 
of this case the following facts and exhibits attached hereto and 
made a part herecf may be taken as true, subject to the rights of 
the parties to int.oduce other and further evidence not incon- 
sistent with this stipulation and ss euaetiiin the parties' rights 
to object, at the time of trial, to any and all portions of said 
Stipulation and attaciued exhibits as they may deem irre]Jevant or 
immaterial. a 

1. Edward M. Gilbert, [hereinafter referred to as petitioner], 
resided at 525 Park Avenue, New York, New York 10021 at the time 
he filed his petition. 

an 


2. Attached hereto and marked Exhibit 1-A is a copy of 


petitioner's 1962 income tax return. 


3. From September 1958 until June 12, 1962, the peti- 


tioner was. first Chairman of the Executive Comnittee and later 
President, the principal executive officer and a director of 2. 
L. Bruce Co., Inc., [hereinafter referred to as Bruce], ne iis 
predecessor corporations. 

4. During this period petitioner was also the major stock- 
holder of Bruce and a director and the principal executive of- 
ficer of Rhodes Enterprises, Inc., [hereinafter referred to a3 
Rhodes], all of whose issued and outstanding stock he bencfic- 
ially owned, Petitioner also beneficially owned- and controlled 
the Empire Hardwood Flooring Corp, 

5. During 1960 Rhodes had borrowed dakepnuias funds firom 
Fmpire National Corporation, [hereinafter referred to as Empire]. 
At the end of that year Rhodes was indebted to Empire in the . 
amount of approximately $302,000. This borrowing was reported 
to the Securities and Exchange Commission on a Form 10-K filed 
by Empire and was reperted to all of the officers and directors 
of Enpire and to its beockhbiders in the annval report of that 
corporation, Rhodes fully redeemed said loan and paid interest 
of 6% on or before April 4, 1961. hi 


oy. Te September 1961 Empire was merged with Bruce. 


7. Petitioner and his associates acquired control of Truce 


in September of 1958, at which time Bruce's average annual gress 
sales were anryroximately $26,000,090 and its earnings less than 
$500,000. 

8. By the spring of 1962 Bruce's annual gross volume was 
approximately $50,000,000 and its —— had risen to approx- 
imately $2,000,000. 

9. In 1961 and 1962 petitioner personally and Rhodes under- 
took the purchase of a large number of Celotex Corporation, 
{hezeinafter referred to as Celotex], shares. Oa Week 5, 1904 
petitioner granted to Bruce an option to varehess these Celotex 

! 

10. In addition to the shares purchased by petitioner, 
Bruce itself purchased substantial amounts of Celotex shares. 

ll. Petitioner also interested several persons who commanded 
large purchasing power in the participation by them in the 
Celotex acquisition program. 

12. All ot the Celotex stock acquired by petitioner and 
Rhodes was purchased on margin, Petitioner pledged all his 
holding of Bruce securities as collateral for loans to purchase 


& Celotex. 


13, During the latter part of May 1962, the stock market 


that. day petitioner was faced with margin calls in respect of 

the Celotex and Bruce securities, which he did not have the liquid 
resources to meet. He was bombarded by threats to sell out his 
holdings if additional funds were not immediately forthcoming. 

14, Petitioner caused the secretary of Bruce to draw 
checks on Bruce's account sufficient to pay urgent and insistent 
margin calls which he was receiving. Certain of these checks 
were drawn to Rhodes or to Empire Hardwood Flooring Corp., which 
corporations later drew checks primarily to satisfy the margin 
calla. 

15. On November 27, 1962 a consent judgment in favor of 
bruce in the sum of $1,953,000 plus interest was entered against 
petitioner, 

16, Attached hereto and marked Exhibit 2-B is a copy of 
the ditten ae the regular meeting of the Board of Directors of 
Pruce on January 8, 1962. 

17. Attached hereto and marked Exhibit 3-C is a copy of the 
minutes of the regular meeting of the Board of Directors of Biuce 
on March 5, 1962. , 

18. Attached hereto and marked Exhibit 4-D is a copy of the 


minutes of the special mecting of the Board of Directors of Bruce 


On APTI id, Lobe. 

19, Attached hereto and marked Exhibit 5-E is a copy of 
the minutes of the special meeting of the Board of Directors of 
Bruce om June 12, 1962, | 

20, Attached hereto and marked Exhibit 6-F is a copy of the 
1960 Annual Report of Empire. % 

21. Attached hereto and marked Exhibit 7-G is a copy of 
relevant port_ons of a proxy statement and notice of special 
/ 
mecting of Empire. 

22. Attached hereto and marked Exhibit 8-H are copies of 
- promissory notes signed and delivered by petitioner to Bruce. 

23. Attached hereto and marked Exhibit 9-1 is a copy of 
an assignment with attached schedules dated May 28, 1962 which 
was signed and delivered by petitioner to Bruce. 

24, Attached hereto and marked Exhibit 10-J is a copy of 
asSignment with attached schedules dated November 5, 1962 which 
was signed and delivered by petitioner to Bruce. 

25. Attached hereto and marked Exhibit 11-K is the relevant 
portion of Form 10-K of Empire filed with the Securities and 7 


@ 
Exchange Commission, ~*~, 


26. Attached hereto and marked Exhibit 12-L is a copy of a 


notice of assessment issued pursuant to Int. Rev. Code of 1954, 


ae 


t G51 by the District Director's Office to petitioner dated 
June 25, 1962 which assessment is for the amount of $1,723,776 
reparding the year 1962, 

27. Attached hereto and marked Exhibit 13-M is a Certifi- 
cate of Assessment and Payments dated February 27, 1975 showing 
payments made by petitioner in the amount of $42,916.39 and 
$8,625.47 credited to the year 1962, 

28, On June 28, 1962, a fifteen-count indictment was filed 
against papitata in _— United States District Court for the 
Southern District of New. York relating to the misappropriation 
of corporate funds of Bruce and violations of the Securities 
laws, Attached hereto and marked Exhibit 14-N is a copy of 
saj.d indictment, 

29, On September 25, 1964, petitioner entered a plea of 
guilty to counts 1, 5 and 7 regarding the indictment referred 
to in paragraph 28 above. 

20, On July 9, 1962, a New. York County grand jury indicted 
petitioner for twelve counts of grand larceny in the first degree. 
Attached hereto and marked Exhibit 15-Q is a copy of said indict- 
ment. > 


31. On February 2, 1967 petitioner entered a plea of guiltv 


oe ‘s 


to counts 5, 6 and 10 regarding the indictment referred to in vas 


paragraph 30 above. 

32, Between May 28 and June 6, 1962, petitioner made un- 
authorized withdrawals of $1,958,000 by drawing checks on the 
account of Bruce and depositing the funds in the account of 
either Rhodes or Empire Hardwood Flooring Corporation. ‘The 


dates, amounts and payees of these checks are as follows: 


Cheeks 
Number Date Amount Payee 
256 May. 28, 1962 $50,000 Rhodes Enterprises, Inc. 
Aor May 29, 1962 200,000 Empire Hardwood Flooring Corp. 
258 May 29, 1962 205,000 Empire Hardwood Flooring Corp. 
2146 May 29, 1962 340,000 Rhodes Enterprises, Inc. 
215) vine 1, 1962 490,000 Rhodes Enterprises, inc. 
2163 June 1, 1962 126,000 Rhodes Enterprises, Inc. 
2168 June 5, 1962 100,000 Rhodes Enterprises, Inc. 
2170 June 6, 1962 160,000 Rhodes Enterprises, Inc. 
21.74 June 6, 1962 287,000 Rhodes Enterprises, Inc. 


vs 
Ail of these checks cleared the banks and were charged against 


the account. of Bruce. On June 5, 1962, Empire Hardwood Flooring 
Corporation repaid $5,000 to Bruce, 

$3, Attached hereto and marked Exhibit 16-P are copies of 
checks referred to in paragraph 31- above, | 


34. The disposition of the withdrawals from Bruce referred ° 


to in paragraph 32 above were as follows: 
“~~ 


Check 


Number 


614 


Nun nber N 8 


1034 
L035 
1038 
1040 
104) 
1.042 
1043 
1044 
1045 
1047 


1048 
1029 
1050 
1051. 
1052 
1053 
1054 
LO55 
1056 
1LO3/ 
]003 


1033 
1.064 
1065 
1066 


1067 
1068 


May 29, 
May 29, 
May 29, 
June 5, 


J 
J 
: 
J 
1 
1 
June 1 
gune 1 
gune 1 
June 1 
June 4 


June 5, 
June 6, 
June 6, 
June 7; 
June 7, 
June 7, 


Amount 


$ 55,000 


145,000 
200,000 
5,000 


Amount 


$100,000 


100,000 
100,000 
200,000 
6 ,600 
7,400 
165,000 
100,000 
6,200 
100,000 


24,500 
200,000 


100,000 


100,000 


200, 000 


« 3 


oom gy! 


a me liners racist Sine em te ee my es cee pe Gee bi 


Jerome International Corp, 
Rhodes Enterprises, Inc. 
Rhodes. Enterprises, Inc. 
BE. i, Beuce Co... ine, 


avials by Rhodes include the following: 


Payce 


Dutch American Mercantile 
Jacques Sarlie 

Dutch American Mercantile 
Chemical Bank, N.Y., A/C Ufitec 
Frances Farr 

Norman Adolf . 

Vanden Broeck, A/C Ufitec 
Jacques Sarlie 

Irwin Polivy. 

Dutch American Mercantile 
A/C Ficomer 

Dutch Arerican Mercantile 
Dutch American Mercantile 
Joseph Danon and Co. 
Dutch American Mercantile 
Dutch American Mercantile 
Dutch American Mercantile 
Jaeques Sarlie 

Edward M. Gilbert 
Hollandish Bank, A/C Ufitec 
Irwin Polivy 

Dutch American Hercantt te 
A/C Ficomer 

Dutch American Mercantile 
A/C Ficomer 

Dutch American:Mercantile 
A/C Ficomer 

Irwin Polivy 

Rhodes Enterprises, Inc. 
Rhodes Enterprises, Inc. 
Henry Schroder Banking Corp. 


35. Attached hereto and marked Exhibit 17-Q are copies of 
checks written on the account of Empire Hardwood, 

36. Attached hereto and marked Exhibit 18-R are copies of 
checks written on the account of Rhodes, 

37. On the evening of June 12, 1962, petitioner flew to 
Brazil; during the first week of November, 1962, petitioner 
returned from Brazil to New York. 

38. Attached hereto and marked Exhibit 19-S is check 
Number 2175 dated June 7, 1962 payable to Jacques Sarlie in the 
amount of $301,725 and drawn on the Bruce bank account at Manu- 
facturers Hanover Trust. 

39. Petitioner was a cash baris taxpayer. 

40, Attached hereto and marked Exhibit 20-T are schedules 
showing true and accurate quotations of Bruce and Celotex for 
the periods stated. The Bruce shares were traded on the American 
Stock Exchange; Celotex was traded on the New York Stock Exchange. 

41. Attached hereto and marked Exhibit 21-U are copies of 
bank receipts showing the transfer of Rhodes' funds to the 
account of petitioner. 

42. Bruce’ claimed a loss deduction on its books and records 
for the fiscal year ended June 30, 1962 which included the un- 


authorized withdrawals of $1,5 3,000. 


a 


13 
43. Attached hereto and marked Exhibit 22-V is a copy 2 


of petitioner's divorce agreement dated May 7, 1963. 


oa Y 
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UNITED STATES TAX COURT 


EDWARD M. GILBERT, 
Petitioner, 
Vv. Docket No. 6426-72 


COMMISSIONER OF INTERNAL REVENUE, 


ee ee eee es te lee 


Respondent. 


SUPPLEMENTAL STIPULATION OF FACTS 


The parties hereby stipulate and agree that for the 
purpose of this case the following facts and exhibits attached 
hereto and made a part hereof may be taken as true, subject 
to the rights of the parties to introduce other and further 
evidence not inconsistent with this stipulation of preserving 
the parties' rights to object, at the time of trial, to any 
and all portions of said stipulation and attached exhibits 


as they may deem irrelevant or immaterial. 


44. Notice of federal tax liens in the sum of 
$3,341,743.95 were filed on June 22, 1962 in the counties 
of New York, Kings, Richmond, Nassau and Suffolk with respect 
to the income tax liabilities of petitioner and Rhoda 


Gilbert with respect to the taxable years 1958, 1959, 1960 


and 1962. 


15 


45. The above tax liens were filed with respect 
to the jeopardy assessments of income taxes made against 
Edward and Rhoda Gilbert for the years 1958, 1959 and 1960 
in the respective amounts of $3,836.40, $1,119,164.80 and 
$494,986.20. Also, a joint assessment was made June 22, 


1965 in the amount of $1,723,776. 
46. The 1958 assessment has been paid in full. 


47. Pursuant to Tax Court stipulated decision 
entered March 18, 1965, income tax deficiencies were deter- 
mined for 1959 and 1960 in the respective amounts of $76,598.58 
and $17,336.89; and also a delinquency penalty for the year 


1960 was determined in the amount of $734.24. 


48. The 1959 and 1960 deficiencies and penalty 


as determined by the Tax Court have been paid. 


49. The Securities and Exchange Commission (SEC) 
suspending trading in Bruce stock on the morning of June 13, 


1962. 


50. Just prior to the SEC's suspension of trading 


in Bruce on June 13, 1962 stock of Bruce was changing hands 


in a 10 to 10-1/2 range. 


16<-A 


51. The SEC's suspension of trading in Bruce was 


terminated on November 19, 1962; on that day the quoted 


high was 11-5/8, low 8-3/4, and the closing price was 8-3/4. 


FRANK G. RAICHLE 

Counsel for Petitioner 
10 Lafayette Square 
Buffalo, New York 14203 
Tel. No.: 716-852-7587 


MEADE WHITAKER 
Chief Ccunsel 
Internal Revenue Service 


By: 


GERALD BACKER 

Assistant Regional Counsel 
26 Federal Plaza, 12th Fl. 
New York, New York 10007 

Tel. No.: 212-264-0265 


Gilbert - Direct - 2m ae 


2 and nothing but the truth, so help you God? 
3 _ MR. GILBERT: I do. 
THE CLERK: For the record may we have your nane 


and address? 


<e 


6 MR. GILBERT: My name is Edward M. Gilbert, my 


/ 


i 


> address is 1133 Fifth Avenue. wf 
- 
8 ‘THE CLERK: What city? ff 
| a 
\ 9 MR. GILBERT: New York cay’ be 
C 10 EDWARD '!. “GILBERT, 
11 called as a witness, having Pa duly sworn in, took the stan 
12 | and testified as follows: / 
13 DIRECT EXAMINATION i 
7 
14 BY MR. RAICHLE: a 
va 
15 Q Mr. beaay’ alice you're the petitioner in this case, 


f 
f 


16 the taxpayer? J 


17 A Are’ you asking that? 

18 Q Jfes. Keep your voice up so we can hear you, please 

19 ay All eight. Is this working properly? 

20 /Q Yes. You heard my opening statement as far as I ; , 


21 ent? 
— a en eee 


23 Q Well, rather than take you now to the beginning of 
24 the series of events which brings us here, I'd like to start 


29 with you as of the time that you signed some promissory notes 


to 


ue 


Gilbert - Direct 48-A 36 


and an assignment, being the notes and assignment next to 


your petition. That was on what date? 


A 


Q 
A 


I believe approximately the 7th or 8th of June. 
May it have been the 8th Or are you -- 


It was between the “th and the 8th. 1 mean, it's 


quite some years ago. 


Q 
A 
Q 
A 


> = + Fe oe Se he 


P 


Q 
Company? 
A 


Q 


Where did -- 

In the early part of June. 

rains did you sign the notes and the assignment? 
In the office of Sherman, Sterling and Wright. 
And who was present when you signed them? 

Mr. West. 

What's Mr. West's finst name? 

Richard.-- Robert. Robert. Robert N. West. 
He's a partner in the firm of Sherman and Sterling? 
That's correct. 

And were the notes prepared by him? 

I really don't know who they were prepared by. 
Well, they were not prepared by you? 

No. I did not prepare them. 

Was Mr. West the firm counsel for L. Bruce and 
Yeo, They were. 


At the time that you signed the notes? 


Yes, they. were. 


Gilbert - Direct 49<A 37 
Q Were they in their prepared condition when they 
were presented to you? 
A They were prepared, es: 
Q And you signed them? 
A Yes, I did. 


Q Now, I notice that the dates are different or diffe 


among the various notes and that the acknowledgement: of eal 


assignment‘ is still*a-different date.+>.Do.you' remember that? 

A - Was told that. I «- 

Well,'how did that come about? 

A At the time I wasn't aware of it. I learned after 
wards that the notes were made to coincide with the dates 
of the withdrawal of the various sums of monies. All I 
wanted to do was pay back who~ I owed, and I signed whatever 
was put in front of me and said that's what I was using te 
for, to pay back what I owed. The dates of the notes 
apparently were dated backwards several days to coincide 
with the withdrawals of the various funds. 

Q Well, whether it is the 7th or the 8th on which 
you signed the notes and the assignments, on the date of 
the assignment is when you signed it and delivered it to 
West there in his office. 


A That's correct. 


Gilbert - Direct 20-A 51 


here and have them account for everything they've gotten And 

MR. RAICHLE: They're our next witness. 

THE COURT: -- and what they still owe. 

MR. RAICHLE: I'm sorry. I had: antYcipated a 
much longer examination of Mr. Gilbert. 

THE COURT: That's all right. I don't think the 
Government is just going to be satisfied with Mr. eri weeetg 
general statements in this regard. ut I think that unques- 
tionably I'll give you credit for everything that the Bruce 
Company has. Proceed. | 

MR... RATCHLE:: I? alittle better prepared than 
I seem. I have Mr. -- : : 


THE. COURT’: know. As I say, I just want to be 


Mis. Pied witd. be Hewes tomorrow and 
fill in all x#he figures. ie just apologizing to Your Honor 
for not having him here now. 

THE COURT: z gente like the results in this case 
any better than you do, Mr. Raichle, but bh teed if we're 
poing to have to have that result we'd better get it down 
Oo ==—pet—a retet—ent—of—the—ea 5 ep $< 
MR. RAICHLE: ¥ think £¢ would-bei well. if, we.would 
“His Honor why'a edimiu rae assignment was wade in‘ November whe 


“you returned. "Do ‘you know? 


Gilbert - Direct 21-A °? 


A I believe yeu should ask Bruce but I was told, 7 
den't know it to be a eto | 
Q I think we could stipulate to say -- I know it 
isn't usually considered ethical to call -- 
THE COURT: You were asked to sign a second assign 
ment, right? 
THE WITNESS: That's correct. 
THE couRT: And you <aid why, is that right? 
THE WITNESS: Yes. | 
THE COURT: And what did they -- what were you -- 
THE WITNESS: They told me that the first assign- 
ment, something, they went to file it in the Court and 
somebody wouldn't aisanse it or something. 
THE COURT: I see. 
MR. RAICHLE: I can tell you what the fact is -- 
THE COURT: That's all right. You can't just -- 
and you complied? td | 
| THE WITNESS: Ses. 
THE COURT: Okay. That's fine. 
THE WITHESS: Yes, I dPanad it again when I got 
home from Brazil. 
MR. RAICHLE: I think Mr. Kars would stipulate 
this fact. agus going to give the reason why it wouldn't. 
THE COURT: I don't know that it makes any differ- 


ence, does it? He signed two of them. 


Z2-A 


HR. RAICHLE: I think it makes this difference, 


that it will give Your Honor a little better feel of the 


in the same document. When Bruce came to file it they 


wt 


¥ case. The assignment refers to real and personal property 
were told by the County Clerk that he couldn't accept it 
as a chattel mortgage and he wouldn't file it-’unless some 
very substantial filing fee was paid. 


THE COURT: That's all: pigne. 


© 


MR. RAICHLE: And Bruce didn't want to pay the 


0 ig alte a 5 " 
; filing fee and it wasn't filed. 
; 1 LS ty 
) A ialarva ty : MR. KARS: I'll stipulate, to that, Your Honor. 
i 
; THE COURT: All right. That's fine. 
3 fe é 
Ao MR. RAICHLE: That accounts for the second assign- 
It a Aes ‘ ° 
ment pertaining to the same property, right? 
15 | fs 
A I would believe so, yes. 
ii 16 see : 
Y J--g an ca See Ot}Io-—-MOAeE per intte Ss Ler pu ° 
17 eo * e ° 
a skeleton direct examination on the events leading upto 
18 
the withdrawals, and the notes and the assignmerits. I won't 
19 
make it as detailed as I started out to-do in my opening 
20 
statement. Let me just have som ing in the record that 
21 
identifies you. You mind my asking how old are you? 
ube Pi 
A 
23 


you born? Were in New York? 
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How many shares of Celotex had you acquir dt6ward the end 
of May for the purpose of eomplishing this merge? 


We d 56%. Between Bruce, myself and associat 


How many shares did Bruce buy, do you know? 
Bruce bought approximately $3,600,000.00 worth. 
“yer =e. 
A That was about 100,909 guages at $36.00 a share 


When I sold the shares to Ruberoid I -- 


Q Now wait just a second. Bruce -- the shares th. 


Bruce bought -- 
A Were approximately $36.00 a share and they had -- 
“approximately 00,000 shares. 
Q Fess. ~ 
A Which is $3,600,000.00, approximately, was their 


investment. 


but just to get a starting point, the purchases by 
were authorized by the directors. 
A Yes, they were. 


Q The program was~undertaken with the authorization 


That is correct. 


» 
Gi ibere ~ Hiveet om 
™ wieA 


2 7 


-- that they .would ma Money. I’m not sure. 7 


Q Now, then, the tne came when you went out to 
Nevad.. 

A That's correct. 

Q That was due to some unhappy differences with 1 
then wife? | 

A ; That's correct. 

Q And where were you in Nevada? 


A I first went to Las Vegas and then I went to Car 


a I see. tihen you were out there did the time.cc. - 
when you received margin calls? 

A Yes, at did, 

Q And what date was that? 


A That was on May 28th of 21952. 


ct oa 


P= = 


a nO = ris. rom _ 
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dated quotations show it, what happened to the Celotéx stoch ! 


| 
the Bruce stock on those dates? | 
} 


A Celotex went from someykSres around $32.00 a share: 
ea 
down to $24, 5 or 6, and-BPuce went from $32.00 a share 

down to $22.00-a Share appreximately. And -- 


THE COURT: Well, did you receive margin calls on 


— ma oe 


i 

THE WITWESS: Well, Your Honor, I put my Bruce stock 
up as.collateral for the Celotex -- 

THE COURT: TI see. 

THE WITNESS: -- stew so the whole thing is -- 

THE COURT: In one package. 

THE WITNESS: -- it was one ball of wax. . I re- 
ceived -- 

‘MR. RAICHLE: But that dicies tie part of the stock 
pledged to the First National, was it? 

A No. I had no margin calis on that. I still had 
an excess of 50% on that. 

“MG But with other borrowings you put up your Bruce 
along with the Celotex which you were buying? 

A Yes, that's correct. Not on every bit but ali of 
my -- balance of my Bruce that was not at t First National 
City Bank but was Placed in various places where I had 
Celotex as a margin against that. Because at one point I 


had no debt against Bruce when I started. 


A Yes, but not very much. A couple hundr thousand 


dollars. 


Q Did you have any €r liquid resources from which 


to meet i alls, you personally? 


A iqui - I had nothing other than the 


+ 


Gilbert - Direct 26-A °? 


° ar) SORT: r Y Ctr. ; a 
Wy 
/ 


Q And did you also have in mind you had given Brice 
ie 
an option on your Celotex stock? 

A Yes, diva bi correct. I -- 

Q If you had -- this may or may not havé been objec- 
tionable but I think it's obvious -- if you mad sold your 
Celotex stock rather than try to meet the margin calls, would 
“that have distorted the ability to ac¢omplish the merger? 

Yes, quite obviously it Mould have. We had alread: 
agreed upon a merger with Celovex. 

Q How far had it pele ES 

A The Celotex pedéple had already agreed to put three 
people on ae boar@® from our board and they were coming 
to me -- actuallys they came the 12th of June, the day we 
had our board fhreeting. And they were sitting in the other | 
herein: telah W711 this transpired. | | 

Q ._ Did you have in mind the previous occasion we've 
allyded to -- | 


MR. KARS: Objection, Your Honor. It's a leading 


MR. RAICHLE: Well, did you have any other thoughts 
in mind -- oh, it isn't that important. What did you do - 
to meet the iinnite call? 
A I called Mr. Polivey and told him -- asked him 


how much money we had in the treasury and he told me we had 


Gilbert - Direct Ria 61 
it in exeess of $3,000,000.00 and I told him to pay up the 


margin calls. It's as simple as that. 


He was the treasurer or the Bruce Company. 


Would you put his name on the record, spéil his 


Irwin, I-r-w-i-n, P-o-l-i-vsy,, Palivey. 
Q °° We have a stipulation e6vering a detail of the 
drawing of the checks and ey went to -- and I won't take 
you through all of that. | : 


THE COURT:- Was he a director also? 


E WITNESS: No, he was not, four Honor. He was 


present at all of the director's meetings by being the 


S S =, =, Sa = = oS 


MR. RAICHLE: When did you return to New York? 
‘About the lst of June, if I'm not mistaken. 
I have been asking about the 28th of May “= 
I beg seuss pardon? 
I asked you about the 28th of May. What day of 
the week was that? Do you recall? 
A I think it was Monday. 
Was what? at 
Monday. I wouldn't forget that day. 


And 29 was Tuesday? 


That's correct. 


Gilbert - Direct 
285A 


Then 30 was Decoration Day? 


A That's correct. — | 


Q At that time we celebrated -- if you can call it hes 
the word celebration -- a proper one for the occasion, it 
was on the 30th, right? 

A: What was on the 30th? 

We celebrated, say, Decoration Day on the 30th? 
+ don't -- 

Well, anyway -- 

It's possible. 

Well, the market wasn't open on the 30th? 

Well, 1 dante remember that either. But -- 
Anyway, ae got to New York when? | 

A I think I got to New York the day after that, 
Thursday or Friday. I don't paemanew., But that week. 

Q And then that you --.this is admittedly leading. 
Part of it’s stipulated. Did you pooand tell Me. Dilion 
and Mr. West about the withdrawals? 

A No, I told Mr. Dillon. 

Q Who is Mr. Dillon? 

A He is a partner with Mr. West. Mr. West was out 
of town and Dillon proceeded to tell West when West came 
back and they eatied me on the phone. : 

Q Dillon was a partner in Smet. and Sterling uhic!, 


firm was at the time counsel for Bruce, right? 


S.A (63) 


A That is correct, yes. 

Q And -- and you've told us about Mr. West preparing 
the notes and the -- 

A That's correct. 

Q -- assignments? low, Mr. Gilbert, in requesting, 
indeed directing these withdrawals, atiatiaw them to be made, 
those that are evidenced by the checks that Mr. Polivey 
signed. Did eu intend to steal that money? 

; A No, I had no intention of stealing any money. I 
don't think I did steal any money. 

Q Did you -- ; 

I borrowed it and paid it back. 

Did you at all times intend to pay it back? 
Yes, 2 did: 

Did you ever claim it as your own or intend to 


claim it as your own? 


A No, that was proven by the fact that I gave it -- 
Q 


No, don't argue with me. Did you? 

A a : 

Q Now, after you told Mr. Dillon and Mr. West about 
the matter, did there come a time when Mr. Loeb was told? 
John Loeb? he 

A No, Henry Loeb was oie, 

Q Oh, I have the name wrong. He is one of the -- 


He's the brother of John Loch and a partner in 


to 
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the firm, yes. 30-A 
Q I beg your pardon? 
A He was on the board of Bruce and he was the brother 
of John Loeb and a partner in the firm of Loeb, Rhodes. f 
told him, that's correct. 
THE COURT: How soon did you tell him? 
THE WITNESS: I told him two days before the meet- 
ing. : 
THE COURT: I see. 
MR. RAICHLE: When did this Ruberoid negotiation 
come about? 
A That came about a week hefore the meeting. Somé- 
wheres between the 4th and the 8th of sia 
Q And who participated in those? 


A Mr. Loeb, a gentleman from -- a brokerage firm in. 


New York, I'm trying to think of the name. A large brokerag 


firm, .I can remember it later if you want to. And Mr. 
Weinberg was his name who was a partner in a brokerage firm 


who represented Ruberoid. The president of Ruberoid, a man 


. by the name of ‘O'Neill or O'Reilly or something like that 


and another man on the board of directors of Ruberoid and 
myself and Mr. West. : 
Q All Pieht. What was the «- 


A We had agreed, if you're asking that question, 


we had agreed for 300,000 shares at $36.00 a share which was 
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" 1 approximately the cost of my shares and the Bruce shares, 
2 which would be $10,000,000.00 and some odd thousand dollars, 
3 and we were told to deliver these shares to the Morgan 
Guarantee Bank in New York and they were going to have their 


meeting on the 12th and we would have ours on the 12th and 


they would pick up the shares and pay the $10,009,000.06 
which would give me $1,600,000.00 over and above what I was 
holding the shares for. which would have been paid back at 


\ that point to Bruce and I would have owed Bruce an additiona 


$300,000.00 which would not have been difficult to pay. 


That was the deal that was made. 


Q When you say it was made, it was -- 
- A They agreed to it. They had told me that out of 
- the five directors they had three or out of the seven they 
= had four.that had approved it already. 
16 


Q And ..they were going to have a meeting for the pur- 


pose of -- 


A Just ratifying this agreement which was made in- 


formally. 
Q Did the deal go through? 
A No, it did not. 


. 


Q And when were you informed that it was not going 


through? 


morning of the 12th. 
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Yes. 
How many-directors were there at Bruce? 
; 

Q And the night before which would be 
night of the llth.---: 

A Yes. 

Q -~- was there an informal meeting of some of the 
directors in a Mr. Creech's office? 

A No, there was a meeting at the hotel in New Yori 
Present were Mr. Creech, Mr. Bruce, Mr. O'Connor, my fath. 
and myself. Five of the directors were present. 

Q At the meeting did you disclose the facts in 
connection with the withdrawals? 

A Yes, I did. But I had already disclosed those 
facts to ‘thoi people way prior to that. 

Q To other directors? 

A Oh, yes. I told Frank O'Connor on the 30th, 3is: 
or lst, or right away. I told Mr. Loeb, he's the treasure 
for the company, immediately. Mr. Polivey. knew he was the 


secretary, he wrote the checks. I told my father, I told 


another gentleman. I must have told six of the directors 


immediately about the withdrawals and more than half of 
them had agreed to approve it when we went to the meeting. 


9) Now, then, you've read the minutes of the meeting 


Gilbert - Direct 
Yo, I haven't, really. 
Of June 12th? 
No, I haven't read them. 
Okay. 

A I'm sorry to say. 

Q Nell, you've told us there was a call from juberoie¢ 
that they were.not going to -- 

A That's correct. In the middle of the meeting at 
about 11 in the morning they called up and said they had 
their meeting and had rejected the proposed agreement and 
they offered $6.00 less. They decided they were going to 
offer $30.00 a share instead of $36.00. Apparently they had 
heard that I was in trouble and th ock had been selling 
down, about 2% or 25, and they figured they could chisel 
around a little bit. 

Q How, did you leave for Brazilithat night? 

A Yes, I did. 

Q Why? 

A Well, because of the turn of events that had 
taken place when I went to the meeting. I never expected 


the results to come out as they were. I felt that this was 


going to be approved, that the Ruberoid deal would go througt 


and even if it didn't go through the board would approve it. 
And a Mr. Sheffield and a Mr. Cahill came to the meeting 


and stood up and made speeches of how -- 


ee enema 


| BEST COPY AVALABLE 


omen ett geet 
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Q Well, you don't have to characterize their speec:,’ 
Each of xem talked at the meeting? 
A Yes, they shook everybody up. They shook me up, 
too; a lattle bit. 

THE COURT: Who did they represent? 

THE WITNESS: Sheffield was a lawyer that Mr. W 
had chosen to represent the Bruce Company becuase he was 
going to resign a represent aes and Cahill was brought b 
Mr. Loeb, he was a divector. And men I-*t0ld him about 3° 
he brought his lawyer te the meeting, and these gentlemen 
made speeches that -- 

MR. RAICHLE: Well -- 

THE WITNESS: -~ were absurd. 

MR. RAICHLE: Without going into all of this deta-:. 
as a result of the meeting you’ were in a were of en 
distress? 


A I certainly was, yes. 


And you left that night for Brazil. 


That's correct. 
And when did you return? 


A Lv *S later. November lst or 2nd of 1962. 


— Yess  steret arbott-—t+.— You were-indieted in 


both the State and Federal Court? 


A ' That's correct. 


Q _And-You pled guilty .to certain counts of each of | 
‘ 


=! 


to which your -- 


THE COURT: Well, he couldn’ ve gotten to the 


Tax Court if we didn't have day--letter,. 
MR. RAL : Well, let's look into that. 
HE COURT: It had to have -- we had to have one of 


MR. RAICHLE: I'd like to clear up the matter of 


the loan se gees First National Bank of Chicago. I believe 
Mr. Kars is ready to stipulate that the loan was collateralizg 
by 207,385 Shares of E.L. Bruce, and -— and Company, Incor- 
posatad, and that the amount of the loan was $2.125.000-00, 
MR. KARS: I'11 stipulate to that, Your Honor. 
THE COURT: As of what date was that? 
MR. RAICHLE: Well, as of the date in moments that 
the loan was made on May 17, 1962. 
| THE COURT: I see. So se loan was also made to 
obtain funds for this purchase probably. 
MR. RAICHLE: So we have that fact_established. 


THE COURT: Very good. 


?. ATCULE: tle Lvs ke occa Ax Eig 
a witness to the stand. - 
THE CLERK: You do-so emnly swear that the testimon, 


you are aboue-to give the Court in this case will be the 


3 12 
—teuth,—the—vheie—truth,—and nothing 
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~- on eae 


; 2 2 a 
Bruce Company whereby the Bruce board -- the Bruce peopl 
obtained 50% of t : il the Empire ae ple 
obtained 59%. Now, we -- the old 
Empire Millwork company until about 
Empire Millwork dropped out as a elie; 
As 2 ere that law firm. Some_ 


Gilbert and he told me that 


Brice people. 


MR. RAICHLE: Yes, Your Honor. Let me say by 
way of explanation I was -- I was going to take the last 
segment Pisce. but since this has developed in this Way ark 
I think it's a better way, I'll ask you this briefly about 
the director's meeting to which His Honor has referred. 
You were present? 

A The March 5th meeting? 
Q rn 
A see, well, asf say, the February 22nd meeting, 


that was the procedural aspects of getting directors on the 
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board of Celotex and ultimately merging it with Bruce and I 
have been in touch with Bieituian and Sterling on a daily basisim 
in the connection. I believe on’March 4, the day before the 
meeting, there was an informal meeting of the directors and 
I believe Mr. West was present at which -- 

Q When you say you believe, is it-your -- 

A I'm -- I'm -- 

Q It's your best. recollection? 

A -- virtually positive. It was the day before the 
meeting. I believe -- I Believe without being absolutely 
sure that March Sth was a Monday and -- but I'm not positive, 
but the previous as in the evening or the previous Sunday 
in any event we. had a meeting at which = of the directors ,| 
the Bruce directors from Memphis, as well as some of the 
directors from New York, and other areas, were present and the 
proposed merge idea was discussed. Am I to tell what happere§ 
during the discussion? | 

Q Yes, go ahead, eee 


The -- 


A 
Q But just stick to the Celotex. 
A 


Sure. It was only Celotex. It was the sole sub- 
ject of the discussion. The merits of the -- the alleged 
merits of the Ceties merge were discussed, and as I recall 
6 


the prime considerations were that the two product lines of 


the companies were dovetailing -- I'm sorry -- were dovetailta 
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That the sales of the organizations could have been combined 
to avoid duplication and eerie en considerable savings 
in the distribution set up and also enlarge the -- by using 
the combined network, increase the sales of both Bruce 
products and Celotex products at a considerable Saving. 
was one item. The other item was that the Celotex Corpora- 
tion was in a very liquid position. They had considerably 
more assets than was necessary for their operation which 
could have been utilized for their expansion. The assets 
of Celotex, and I recall in Particular the mention of South 
Coast Sugar properties, were carried on the books of Celotex 
at the acquisition -- depreciated acquisition cost, and that 
the valve of these properties alone, if my memory serves me, 
was something like $77.00 per share without reference to 
other assets. So that the purchases of Celotex stock at 
approximately 30 -- in the 30's or even in the 40's was 


an enormously attractive proposition. And it was, 7 think, 


the concensus of all director's present and of Mr. West, and 


for whatever that may count, of myself, that it really 
sounded like a marvelous deal. The Statement was made that 
the Bruce stock after the merger was likely to go uD in value 
to as much as $100.90 per share. 

The Following day of the meeting -- if the former meet- 


ing was on Sunday, then the following day on March Sth, 


otherwise it was on March Sth following the Sunday, there 


ci cape a 
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was a an meeting at which seneral counsel at Sherman and 
Sterling was present. I was invited. I recall that Sherman 
and Sterling peiieteie a statement for Mr. Gilbert to read 
at that meeting which I reviewed with the Sherman and 
people. And there were all the direqtors with the exceptio: 
if I am right of Henry Loeb who was then in India, present. 
And the directors -- we had sort of a formal re-hash of what 
was informally discussed at the informal meeting, and I 
believe at the informal meeting there might not have been all 
directors present. Most but not all. At the + formal meet- 
ing, all? the directors expressed Breat enthusiasm for ite 
deal, and it was decided that Bruce would immediately start 
buying Celotex stock to the extent -- at the recommendation 
of Mr. Gilbert to the extent for the moment of only 
$400,000.00, and that both Lazard Freres saat Loeb, Rhodes, 
who were the Bruce bankers, would ae were Besie eshene tect ie, 
forthwith proceed with the preparation of a plan for the 
exchange of Celotex -- Bruce stock for Celotex Stock. . At 
the meeting Mr. Gilbert reported as he did in the fideviat 
meeting that he has in friendly hands approximately, as I 
recall, #90 roughly, maybe it was more, shares of Celotex 
stock ~- i 

THE COURT: 400,000? 

THE WITHESS: %OAN,NNN. The total outstanding, 


Your Honor, was slightly over-a million. I don't recall the 
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exact amount, but it ‘‘as less, if I'm correct, than a aillior] 
one. It was over a million. So that the 490,000 in sun 
represented close to 50% of the west, and Nr. Gilbert 
said that he was going to go out and buy stock himself with 
his own money. That he would continue to get friends to buy | 
it, and of course Bruce at this point was stepping in to 
buy directly. 

He RE-—Hos . “ 


y 


THE WITNESS: Yes, Your Honor. Mr. Gilbert/“said 


giving Bruce an option? 


that his shares would be available to the corporation at any 


time the corporation asked -- Bruce asked for At at his cost. 
MR. RAICHLE: All right. Naw -- 

A And that, I think, if my memoty serves me, was 
reflected in the statement which Shérman and Sterling prepare 
in our review. But it was -- i¢ was emphatically suaeats 
of course that -- by Mr. Gilbert that all his shares -- this 
is a corporate opportunity and the merger was one of Bruce 
and that all his sha#es are at Bruce's disposal at his cost. 

Q Did yow attend a subsequent meeting or was that 
your last meeting before June 12th? 

A No. No. I was informed of the minutes -- sit: ta 
the ninutes nut of the contents of the meeting of April -- 


was in the middle of April, either the 17th -- 


° 
a =<. 
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Q Did the time come when you had something to do wit 


the assignment which Mr. Gilbert-had given to Bruce? 

A Yes. I had very much to do wath t,. Ye wn. 
Joined Webster, Sheffield in either July or August of 1962 
and I dealt -- much of my time was spent.on Bruce matters 
and I did get the original and the copies of that assignmen 
which was executed, if my memory serves me, on June 7th or 
Sth. of *62. 

Q All right. Now, did you have anything to do with 
an attempt to file it? 

A No, I didn't personally have to do with attempts 
to file it because the firm did. 

Q I don't think there's any dispute about this, but 
what was done? 

A On June 13 or 14, Mr. Holtmeyer cia was then an 
associate of the firm, he is now, I believe, a judge in the 
Family Court here, was sent down to file this June 8th or 
7th assionment in the County Clerk's office, whatever the 
proper register was. He came back and reported that the 
clerk would only file the asSifnment if Bruce paid an amoun 
somewhere between 19 and 15 thousand dollars for mortgage 
recording tax. The reason for that was that the assignment 
had in a single docunent an assignment of all of Hr. Gil- 


bert's personal property and also referred to some real 


| 
: 
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property on Last 70th Street. I think it's called the C1.. 
House. And the guaran, I think, calls for a mortgage 
recording tax with respect to real property. The inforna- 
tion which the firm had as of t time, and I believe i+ 
Was correct, was that Mr. Gilbert did not have any equity 
the Clark House, and that therefore the mortgage tax was 
‘completely wasted money. Mr. Holtmeyer, therefore, aske: 
the clerk to file the assignment solely in the register o 
personal property which would give us no protection -- yw". 
would give Bruce no protection whatsoever, with respect t 
the real property involved. Ne believed that as a matter . 
law was our right. The clerk, however, took a different 
position, and said no, we won't File it even with the per- 
sonal property register unless you pay us the l0O‘or 15 
thousand ditisiccnn:, And we thought it was wrong and within 


a few days later, I believe within the week, the Governme: -. 


has done something which none of uS anticipated, and that 


is file the jeopardy assessment and file liens ta virtual... 
every place where Mr. Gilbert might have any conceivable 
interest. I thinksI have a list with me of the places in 
which the Government filed it. And thereafter -- immediat. ° 
thereafter, they took the position that they have -- they 


take precedence -- 


430A 11? 


THE WITHLSS: We can -- we can, of course, fuenish 


it, but 2 know what the apreenent provided. 


MR. KARS: Right. I think we could stipulate or 
I'd agreement to what the Government -- what the settlement 
provided. 
THE WIT ? Surely. If it helps in the dis- 
cussions here I can tell you what the Sudstance was 
THE COURT: Well, Suppose you do that. 
THE WITNESS: -- very briefly. fhe agreement 


provided -- 


MR. RAICHLE: First, when was the agreement - 


A 1970. I think that the agreement WaS aDDroved, 
Signed in 1970 even though it's dated August '63, 
years and years to —— Out thet agreement. [+t was 
ultimately approved in 1970 around July, Your Honor, if re 
memory serves me, or August ae the eidgine “~ there was 
a whole series of agreements that was then completed an: 
we started getting the first assets. But the substance of 
the agreement Was as follows: The iecuicinit siek if you 
will, beaten us to certain a S quite clearly. 
itis of that was a plece of Property that Mr. Gilbert 
owned ™ Bucks County, Pennsylvania. The Government filed 
the lien there, I believe, on on again, within a week after 


Mr. Gilbert left for Brazil. And since this was real Prope 


ty 


A4 oA 


in Pennsylvania, the “Sovernment's Filing of the lien has 
deprived -- deprived us of any chance unless Mr. Gilbert's 
tax liability was ultimately to - decided adversely to the 
Government of any chance of getting that property, and the 
Government got 100% of these assets. 

Now, the agreement divided the assets into three 
categories. Some very trifling assets which Bruce had in 
its possession, on Avett -- on June 12th, 1962 that was 
Schedule A assets. 

The Schedule B assets were those which the Government 
took possession of in various bank accounts and again the 


real property in Pennsylvania and others, these were the 


Schedule B assets. And these went 100% to the Government. 


Then all the remaining asse2ts were scheduled -- were 


defined as Schedule C assets. And the Schedule C assets, 
which were in part only reflected on Schedule C but applied 
to virtually all other assets, the Government was getting 
and Bruce 65%, subject, however, to the stipulation 
that in the event that it is determined that ultimately -- 
that Mr. Gilbert does not owe any tax for 1962 or to the 
extent that it is determined that the tax is relatively 
small, any amount which‘the Government collected pursuant 
to this agreement which were in excess of what Mr. Gilbert 
owed for 1959 and '60, were going, to be returned to the 


Bruce Company. 
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o Cw ov Tenors = ‘ - 
Stated to me, I think the gentleman who worked on this par- 
¢ioubavts was the U.S. -- Assistant U.S. Attorneys~-- 
case outlived about 6 or 7 U.S. Attorneys, and I think that |} 
this particular agreement was made duri & the reign of Nr. 
Katsky. And Mr. Katsky was emphatfe in telling me that this: 
may not be a complete list 9% collections but it was sort 
of -- this he knew of, So we Leted this, and it was under- 
Stood that it was sfot the complete list and if the Government 
checked its ffles it may have made additional seizures and 
reduced-to possession additional assets of both Eddie Gilbert 


| 


apd his wife Rhoda. And I believe the 'S9 and '60 returns 
THE COURT: Now, what happened to the -- what 
happened to the Bruce Stock that First National Bank of 
Chicago had? | 
THE WITNESS: Your Honor, we had hardly any 
opportunity to do anything about it.- Let me -- let me say 


this, Your Honor, because I think if I didn't say it alread: 


know that the efforts and the legal fees -- if we sold 


! 
| 
we were completely stymied by this lien because we did not | 
| 


the Bruce stock the Government would have claimed the money. 
If somebody else bought it -- 
THE COURT: Well, wasn't that -- didn't -- wasn't 


there substantial equity in that? 


te 


~) 


——deor be 


Field = Direet (122 
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THE WITHESS : There Was substantial equity, cep- 
tainly, at the time of the Fe TNE 

THE COURT: All right. 

THE WITNESS: But as I understand it, at the tim. 
of the assignment the matter was academic because they 
were supposed to get paid out of the Ruberoid transaction 
The entire amount would nave been paid. So the issue di 


not arise at all until the evening of June 12th or June 1. 


which was after Mr. Gilbert left for Brasil. And. ¥ <. I 


D 
and that would be Speculation. 
But I think what happened was that the bank -- Mr. 
and the Pritsker family was one of the customer 
First National of Chicago and a private 
arranged there. We apparently did not “~~ did not fight it. : 
They -- and they assumed control o the company, ultimatel; | 
sold the stock at a very substaritial profit to Cook -- Cook 


Industries. 


THE ae ss you don't know how much they pai 


for the ae 
THE MITNESS: I have no recollection =< 


HE COURT: I. see. 


THE MITUESS 2) me right now, it Was not -- 


THE COURT: Well, did the bank account to you 


THE WITNESS: Now, Your Honor, to give the -- 
understood Mr. Raichle wanted me to tell the Court what 
collections were and beginning with the settlement with 
Government in 1970, Your Honor, the total collection which 
we received for the joint account of the United States in 
Bruce were $390,145.50, and then one additional $163.45, 
but I see there's a question marked through it which I 
cannot really explain, but in view of the trifline nature 
Of the item, I wil) =~ £. oiii disregard it. Of that amount 
we disbursed -- we, Webster - Sheffield, we disbursed to the 

Government $135.00, 179.95 as its 35 share, and the balance 
I believe is $254,865.54 to Bruce. The total was $391,045.50. 
letedin-ebdindons Iso 
of explanation, these Payments -- these -- these deposits 
and disbursements represent the proceeds of setie of the 
paintings and some of the stamps that wére assigned. This 
is exclusively from this one source. In addition to this 


390,145.50, there were fodr Paintings which were Ziven to 


Wildenstein for safe at the time that we Settied in 1970. 


The four paintings were part of a larger number of Painting 


th were given to Wi i And the proceeds 
o 


Fam 


‘ 


of -- ranging anywhere ane eee and 25 thousand deTlars. 
We still have these. We did collect, in aéfition to what 
we collected from -- after the ices which is the 
bulk of everything thatwe mot; we collected independently 
within the assetS which are considered 190% owned by Bruce 
under @ agreement with the Government, which are rather 


tAs—in—r a) rave sched e—of—the = 
if I may take a moment to find it. We recovered $2,865.00 
from the proceeds of the sale of a French villa which Hr. 
Gilbert owned in Cap eee in France, and which I under- 
stand was sold early in the game to the mortgagee for the 


amount of the mortgage. After the expenses all that was 


left for Bruce was $2,865.09. 


mean it was after the assignment? 
Assignmer.t, but soon after the assigpz 
When it was 


Some French 


wf i 


| BEST COPY AVMARLE | 
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not—the real we Ld? 

THE WITNESS: That may not be the real world, arene 
Honor. Speaking, Your Honor, about what the real world -- 
we had just recently -- it was one painting that Wildenstein 
took over which was a Monet, an extremely Valuable painting 
on which the minimum price set. by Wildenstein was $175,000.00. 


And somewhere before the-time at which Wildenstein was 


supposed to sell these paintings for us as agent, Mr. Gilbert 


advised us that someone he tenia ibe willing to offer any- 
‘where between $350,000.00 and $400,060.00 for that particular 
painting. That he had seen a transparency eof it, that he 
would like to see the painting itself. °* before he makes 
the commitment. And the fly in tne ointment was that the 
prospective buyer wanted to view this painting not on the 
premises of Wildenstein because another gallery was involved. 
He pleaded with me to get this painting out of the possession 
of Wildenstein.--these were our paintings -- for about half | 
an hour sce that the prospective buyer could view them. I 
called Mr. Goldenberg, Louie Goldenberg, who is the presi- 
dent of Wildenstein, and told him that we have allegedly 

on the horizon a buyer who would pay 350 to 00 iceieaine) 
ae of 175 thousand for the painting and that I would 
like and pay for the transportation of this painting to 


anyplace, including our office, which is only a few blocks 


Field - Direct —50-A ax) 


away from the warehouse where the paintines is stored, SO 
prospective buyer can view it. Mr. Wildenstein -- I can't 
characterize it in any other way than -- Mr. Goldenberg 
exploded, it was absolutely out of the question. You wil? 
never do it, we had no right. And I said to him, Mr. Gold 
wie. it is obviously -- and I call him Lou -- it is 
obviously to your advantage since you on a commission 
basis ea the commission on 350 or hundred thousand 
dollars rather than $175,090.90. And Mr. Goldenberg said 
to me, look, this is the most valuable painting I have hre- 
and if I give this away, what am I left with if you leave 
me with the "put". And that created considerable upset in 
our office. We had a meeting and we called the meeting wu 
the Assistant U.S. Attorney and urged him that we jointly 
prohibit Wildenstein from euanins this painting for $175,603 
The Assistant U.S. Attorney took the position that they 
don't want to do it -- 

a What's his name? 

A I think it was Mr. Landon. I think we had lunc 
with him. We also had -- downtown here near Mr. Lynch's 
office... Me. Loneh is the attorney for Wildenstein, and 
we jointly proceeded to Mr. Lynch's office and expressed -- 
Me. “Manby" oe of -- my partner and I -- our indie. 
tion over Mr. Goldenberg's conduct and it was inexplicable. 


I'm -- I'm reasonably certain that Mr. Landon said what 


~~) 
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others said before hiv, that the Government is not out to fet 
_— last ounce -- last dollar out of the sales and let's an 
disturb it and let Wildenstein sell it and they did not join 
us in -- and we could not do it under ‘the agreement without 

the United States, we could not stop the sale. The painting, 
was ultimately sold by Wildenstein for $185,000.00. We got ¢- 
we demanded, since we were very suspicious of that sale, 

we demanded the sale documents. There was some'to do’ 

about it and ultimately we got an invoice which I think 

post dated the Wildenstein check to us for the $185,000.00. 


We ultimately decided -- the client decided not to sue. I 


think we recommended that they’ sue, but.told them there was 


going to ke substantial expense and discovered that the | 
painting was sold in Switzerland. We had no. knowledge that 
it was in Switzerland. There was no -- no telling to us 
that this and other paintings were shipped to Europe. It 
was done without our knowledge and that was the story of 
this one sicdeche 

Now, there were ne Your Honor , three paintings 
which do not fit -- which I didn't mention. They were 
provably the most valuable paintings of all. There was a 
Fragonard, for which Mr: Gilbert paid $95,009.00 and there 
were two ne paintings which together he paid $495,000.60 
for the three paintings. $190,000.00 in 1959. As of the 


time we had the lawsuit, Wildenstein took the position that 


Field - Direct io. 
these three paintings were on consignment to Mr. Gilbert, sti. 
he took that position even though the paintings had already 
been at Mr. Gilbert's for two years. And we said, wali. it 
was obviously following the pattern of the prior sale of 
other paintings by Wildenstein and that Wildenstein was 
simply a creditor with respect to these paintings. The 
paintings belonged to Mr. Gilbert. 

Ultimately, when it got to the settlement the United 
States urged us to settle and we did so because unless we 
settled we wouldn't have gotten any monies for God knows ho: 
many years. That was done in 1970. We settled it and we 
selina Wildenstein these three paintings which at the tir 
of the eatepeneré. I believe Mr. Goldenberg himself, said 
had a value of about $460,000.00. If we had been on our 
own without the Government in the picture, we would never 
have settled that case. We think we would have recovered. 

A They were three -- 

Q -- that were comprehended by the asSignment? 


A Definitely. They are listed in the assignment 


as a Fragonard and two Bouchers, and everything was compre- | 


hended by the assignmént.. I think the assignment says that : 
he assigns af his property of whatsoever nature. 


THE COURT: Well, I don't know that this affects 
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WT. B. KASS & CO. 
CLORTIPICUNY PUTatic: ACCOUNTANTS 
201 Parw Avenue Soucn 
Niw Yoru 3. NY. 


OH enow 4-80900 


October 15, 1963 


Director oe Taterned Revenue 
210 Livingston St. 
Brooklyn, #8. Y. - 


Re: Edward k. Gilbert 
1962 Pederal incone tax return 


Gentlenen;: 
We are herevith delivering by hand the 1962 Federal incone 
tex return of Mr. Edward #. Gilbert. 


Please acknovledge receipt thereof by Bigning on the botton 
of this letter where indicated. 


Very truly yours, 


J. B. XASS & CO, 


i vase Koodo 


3 ie Jacob Xantor 


Internar Revenue Agent | 
for Director of Internal 
Revenue, Nev York 


Date: rofie: co . 


He Pa O74 


AWS. TREASURY DEPARTMENT 


INTERNAL REVENUE SERVICE 
DISTRICT DIRECTOR 
210 LIVINGSTON STREET 
BROOKLYN 1, NEW YORK 


September 11, 1963 ne IM REPLY REFER TO 


2A15 
CzSR:C E 
A 00753 


Edward M. Gilbert 

% J. B. Kass & Co. 
201 Park Avenue South 
New York 3, New York 


Form: 1040 
Taxable Period: 1962 
Final Extension Granted To: 10/15/63 


Your request for a further extension of time to file your Income Tax Return {s granted for 
such period as may be necessary, but not later than the date shown above. 


Interest is charged on balance of tax due at the rate of 6% per annum from the original due 
date of the return to date of payment. 


This letter ond the original letter of extension should be attached to the completed return and filed 


with this office. 


| ect hats 


Thomas E. Scanlon 
District Director 
Ck cd 2R 15 (12-88. 
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EDWARD iM. GILBERT 
RIDER TO 1962 FEDERAL INCOME TAX RETURN 
et A RET 


In addition to data shown on the accompanying re- 
turn there might be additional transactions to be reported 


with respect to transactions in the stock of E. L. Bruce Co., 


Inc. and Celotex Corp. entered into with a co-venturer. 


All records concerning these transactions were kept 
abroad and I have tried to secure these records for some time. 
The records are presently in Switzerland. I have been informed 
that these records will be forwarded to me within the next few 
wniaes 

If upon the receipt of these records it appears that 


additional transactions should be reflected on this return, .- 


supplemental schedule reporting them will be forwarded forthwith. 


~ 


EDWARD M. GILBERT 


RIDER TO 1962 FEDERAL INCOME TAX RETURN 


Prior to — 12, 1962 Edward Gilbert (herein- 
after the taxpayer) was the president, a principal stock- 
holder and a director of E. L. Bruce Company (Bruce). 
During the latter part of May and the early part of June, 
1962, the taxpayer caused certain sums to be withdrawn 
from Bruce. These withdrawals were, at the direction of 
the taxpayer, made in wne form of checks issued by Bruce to 
the seken of the following persons and corporations in the 
following amounts: 

Date Payee Amount 


Empire Hardwood Flooring Corp. $ 200,000 
" w " \ ty 205, 000 
Total $ 405,000 

Less: Return to Bruce 7000 
Net 00,000 

Rhodes Enterprises, Inc. $ 5Q, 000 
Lh Ww 0110 340,000 
126,000 

490,000 

"100,000 

ay 6 160,000 

SN oi 287,000 


Total ~ $1755 3,000 


Total Withdrawals $l 000 


Disposition of Withdrawals by Empire Hardwood: 
ee / Jerome Internetional Corp. $ 55,000 
Rhodes Enterprises, Inc. 145,000 
i ig 200,000 


E. L. Bruce Co. (Inc.) .5,000 (2) 
Total Disbursements $ 405,000 (1) 


60-A 


The total amount of these withdrawals was $1,953,000. Pro- 
missory demand notes for the full amount bearing intercst 

at 6% per annum vere given by the taxpayer to Bruce. These 
notes are dated May 28, 29, June l, & ana 5, 1962. Taxpayer 
also executed an assignments dated May 23, 1962 and acknow-~ 
ledged on June 8, 1962. A copy of this assignment is ate 
tached hereto and labeled Exhibit"A". The assignment was of 
all of the property owned by the taxpayer, the fair market 
value of which at the time of the assignment exceeded 
$1,953,000. On June 12, 1962, the taxpayer resigned as 
president of Bruce and left for Brazil where he stayed until 
November 5, 1962. On November 5, 1962, the taxpayer exe- 
cuted an additional assignment of all of his personal pro- 
perty to Bruce. A copy of this assignment is labeled Ex- 


hibit "B" and attached hereto. 


The taxpayer has pleaded not guilty to a larceny 


indictment involving these withdrawals. 


. 


No part of the $1,953;000 withdrawals has been 


reported oy the taxpayer as taxable income on the advice 
of counsel that no part of such sums were income to him for 
the year 1962. During the taxable year in which the with- 
drawals were made the taxpayer acknowledged his debt to 
Bruce and gave Bruce notes in the full amount of the with- 
drawals secured by an assignment of personal property, the 


fair market value of which exceeded the amount of the with- 


drawals. Whether the transactions are ts be considered as 


61-A 


loans or as unauthorized withdrawals, tne acknowledgement 


of the debt coupled with the assignment negates the finding 


of any taxable income to the taxpayer. 


62-A 


wg aia 
ASIN 23 Sa} AURsSne.t&S1L 


Mr. Edwiri ilbert end 
Mrg,. Rhoda iilbert 
817 Sth Avenue 

New York, New Yor! 


bear sure & Hen. ULLoarts 


= You are hereby notified that I, the undersigned Jistrict Uirector of 
c Internal Revenue find thet you have designed to conceal your property 

in order to hinder ani pravent collection'sf income taxes justly dua 
ani to become due for tne period January 1,1962 to June 15,1962. 


In acweriance with Saction 6331 of tae Internal Novenva Code and 
Regulations thereunder, you therefore are notified thet pursunn® to 
authority granted to ae I hereby declare tie taxablo yesr Lagun 
Jeniary 1,194 ami anied June 15,1962, imodiately temtaated snd 
the imcorge taxes to become duo from you for such taxable period 
immediately dus and payable. 


o & You are further notifed that an sssessient has been mada against you 
for the income taxes due froa you for such tacaol: period ia tie 
following amounts 


Taxavle Year 2 
S Jonnary 1,1962 to 


and that the aforesaid amount of incocs tax is neraby declared 
imiediately dua and payable by your > ‘=. 
You are requeste.:, tnereforg, upon presentation of «his notica to 
you togethor with euch other or farther statement of incone taxes 
' ag my va pragontod to imaediately pay the full amount of “he. 
- aforesaid incoxs taxes. a 


~ 


‘ , Very truly yours, 


‘ 
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(Form 1020) GAINS AND LOSSES FROM SALES OR EXCHANGES OF PROPERTY 


Attach this schedule to your income tex return, Ferm 1040 
Name and address as shown on page | of Form 1040 Toph 8 6 bfe TER CMe Fee Your Cocial Sscurity Number 
2 Oi4 5 ‘ya & 41 -— fFeltens w 475 farmer | 77 iT : J 47 
Part I—CAPITAL ASSETS i 


Shert-term capital gains and lozzas—czsetzs held not more than 8 months 


a. Oepreceten L Cost of other bears, | 
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6< Enter the full amount of your share of net long-term gain (or loss) from partnerships and fiduciaries........s.eseeree 
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8. Net long-term gain (or loss) from lines 5, 6. and 7. 8 
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Pert I—PROPERTY OTHER THAN CAPITAL ASSETS 
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Part III—TOTAL GAINS OR LOSSES FROM SALE OR EXCHANGE OF PROPERTY 
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16. Net gain (or less) from line 14............ Gees gece sseeee se Soeee lence dueesveedsees cevetcccugece secdeases 
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7 ae 7 SUPPLEMENTAL SCHEDULE OF INCOME AND CREDITS j1963 


(From all sources other thag wages, business, farmiog, aod sale or exchagge of prozerty) 


* US Treasury Oepastment 
lateras) Revenve Sevice . Attach this schedule to your {ncome tax return, Form 1040 
Nowe a nL ere Bic 

- Name and eddiess as shown on page 1! of Form 1049 | Your Seeiai Security Number 
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Schedule B (Form 1040) 1962 ERE Re ae mR STEIN pile . is 
Part VI—EXPLANATION OF DEDUCTION FOR DEPRECIATION CLAIMED IN PART IY—This schedule is designed for taxpayers using the — 


pew guideline lives and administrative procedure described in Revenue Procedure 62-21 as well as for those taxpayers who wish 10 continue using previously 
+ quthorized procedures. Where double headings capear use the first st heading for the new procedure and the second heading for the older procedure. 
2. Cost of other bass | 1 Asset adeihons 
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p walt * Cost or other basis of fully depreciated assets still in use 


fers Part VIL—DIVIDENDS RECEIVED CREDIT 


Fe : 
Ne Amount of dividends on line 4, Part]... .. 2... ..--- cece eee 
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: o Tax shown on line 12, page 1 of Form 1040, less amount, if any, of credit for foreign taxes 
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less the deduction far exemotions ($600 multiplied by the er of exemptions claimed on 
a 3, Schedule A, page 2 of Form 1040). 


Enter here and on line 15(c), Form 1040, the smallest of the amounts on line 2, 3, or 4, above. . 
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+1. Retirement income for taxable year: 
_ (a) For taxpayers under 65 years of age: 
Enter only income received from pensions and annuities under public retirement 
* systems (e.g. Fed., State Govts., etc.) and included in line 9, page 1, of Form 1040. « 
(&) For taxpayers 65 years of age or older: 
Ags Enter total of pensions and annuities, interest, and dividends included in line 9, poge 
-f 14° 1 of Form 1040, and gross rents incluc'ed in column 2, Part IV of this schedule. 
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_e Eomed i income received in taxable year (Does no! apply to penions 72 years of ageor over): 
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: - if $1,200 oF less, enter zero 
” if over $1 200 but not over $1,700, enter '/2 of amount over $1,200, or be 
if over $1,700, enter excess over $1,450... ..--- ee eee reese 
” Total of lines 3(0) tnd 3(b) 
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Ee Le Bic CO. (INCORPORATED) Aster Pa, 
Resilas Nectine of the 
Boaze of Nircctors 6F2.6- 72 A 
Januar §, 1962 TW3\ 


A Regular cicctine of the Noard of Dircetors of E. Le. aT UCE co. 
RPORATND) was held at the office of the Corporation, 660 Madison Avenuc, 
mc C1, New York, on Honda “anuary 8, 1962, at 9:30 A. M., E. S. T., 


. 


© to notice duly siven in ..: mec with the provisions of the Cy-iavws. 


' 


Present: Messrs. Téci:: *. ee Mars Gilbert, Edward M. Cilbcrs, 


Norman P. Mason, T. Harvey Crece. “van L. Fellman, Vanee J. Alexander, ote, 
Philip P. Weisberg, Henry A. 2, Philinne Crelsamer and Thomas H. Lenash, 
constitutins a quorum. 

wr. Rodert N. West of Si ; i counsel for the Corporation 
was present Sy invitation. 

Upon motion, duly made and seconded, the readin- of the minutes of tlic 
Board of Directors mecting of November 13, 1961, and the [xceutive Cor 
mectings of December 4, 1961 and December 14, 19491, were dispensed with. 

The President read to the Board a statement relative tr she Cclotex 
Corperatson and requested that a cony be filed with the rccords of che: meeting. 
It -as t:e consensus of the directors present tuat the Cs Shouid not at 
thi tim. acecpt the President's offcr as sct forth in his statement. 

The Chairman reported tc she Board that the ontion to nurchase the 
as cs of Robbins Flooring Co. had bcen cxercised on December 15, 1961. The 
ciosing was to take place January 31, 1962, He reported, however, that the closing 
was dependent upon agreement on two items, without witich we were not bond to 
close the contract. The first item was the settlement of an employment sontract 
o> contracts with Carl and Donel Adendroth. The second item was che scourinc 

lease satisfactory to Oruce. He ac-ised that the officers of the Corporation 
were negotiating these items and would resort back to the Exceutive Committee. 

Tac Chairman then reported to the Board that officers of the Corporation 


- 


had dcen investigating the purchase of the inventory and plant, machinery and 


F+«-9-8 


E. L. BRUCE CO. (TNCORPORATED ) 


Statement of E. M. Gilbert 
at Board of Directors Meeting held on 


January 8, 1962 
-I wish to advise you in strictest confidence, of what I believe 
may prove at some future time to be a matter of great importance to the 
Bruce Company. For a number of years, I have been investigating the 


business and potential of the Celotex Corporation, with which I think you 


ein ae mam 


are all generally familiar. Celotex has about 1,000,000 shares of common 
— 


stock outstanding, the current market being about 33. The Company has a 
book value greatly in excess of the present market, and I believe it arti 
a great profit potential which is not now being realized. Over the course 
of the last year or so, I have acquired about 50,000 shares of Celotex stock 
at an average cost of between 30-32 a share, or an aggregate cost somewhat 
in excess of $1,500,000. It.is my present belief that if a substantial 
amount of Celotex stock were held in friendly hands it might be possible 

at some future date to offer Bruce stock, securities and cash in exchange 
for the outstanding Celotex shares, but I believe that such an exchange ~- 
offer at the present time would be risky and not timely. However, should 
the Board be of a different view, I am prepared to offer Bruce my present 
Celotex holdings at my cost. If the Board does not wish to acquire these 
holdings at this time I may dispose of them elsewhere. However, if at any 
future time the Board determined that it was in the corporate interest to 
pursue the Celotex matter further and to propose an exchange of Bruce secur- 
ities for Celotex shares, it would be my intention to make my holdings 
available to Bruce at my cost for the purpose of facilitating any such 


transaction. 


‘ 
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Be Le SR. CO. (THCORPORATYD) 
Resular liectiang of the 
Roar’ of Nircetors 
March §. 1962 


A Regular Mecting of the Soard of Dircetors of TF. Le BRUCK CO. 
ba | 


(INCORPORATID) was held at the office of the Corporation, 660 Madison Avcnuc, 
New York 21, New York, on Monday, Mareh 5, 1962, at 9:36 ALM » Be Ge ti, 
pursuant to notice duly given in accordance with the provisions sf the Ry-laws. 

Present: Messrs. Fdwin L. Seca Jr., Fdward M, Gilbert, Harry Ciibert, 
Norman P, Mason, T. Harvey Crecch, Evan L, Fellman, Thomas H. Lenach and 
Frank H. O'Connor, constituting a quorum. 

Absent: Messrs. Vance J. Alexander, Jr., Philippe Grelsamecr, 
Henry A. Loch and Philip P. Weisberz. 

“xr. George Dillon of Shearman & Sterling, counscl for the Corporation, 
and +i, Thomas Ficld were present by invitation. 

Upon motion, duly made and seconded, the reading of the minutes of the 
Board ¢* Directors meeting of January 8, 1962 was dispensed with. 

Upon motion, duly made and scconded, the Board ratificd the actions 
taken at the Exccutive Committee mectings of January 25th and January 31st, 1962. 

The Chairman read a lettcr from Mr. Vance J, Alexandcr, Jr., re- 
signing as a Dircetor. The Board voted to accept his resignation. 

In preparation for the Annual Mccting of Stockholders to be held on 
April 17, 1962, i¢ was, on motion duly scconded, 

RESOLVED, that the Doard of Sireccess eaenanate Messrs. 

Edwin L. Bruce, Jt ., Tran Lb, Folia, Norman P, Mason, T, 

Harvey Creech, Frank H. O'Connor, Harry Gilbert, Thomas li. 

Lenagh, Fdward } MN. Gilvert, Philip P, Weisbers, Henry A. Loco 


and Phil ippe Orelsamecr as candidates for clection as Directors 
at said mecting of stockholders. 
RESOLVTD, that March 19, 1962 he and hereby is fixcd as 
the record date for the ecctcrminacion of stoclholders entitled 
to vote at the Annual Meeting of Stockholders go he held on 
April 17, 1962; and that the Scerctary be dirceted to cause 
ft.2-¢ 
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notice of such mectine he civen to all stockholders of this 
Corporation of record at the close of business on said record 
date in the manncr provided by the By -laws. 
RISOLVED, that -Uessrs. Vineent DeSousa and William Brandwein 
_ be and hereby are anpointed Inspectors to conduct the voting at 
the Annual liccting of Stockholders to be held on April 17, 1962. 
RESOLVED, that Messrs. Harry Gilbert, Faward M. Gilbert and 
Pailin 7. Weisberr be requcsted to act as a proxy comittce for 
the holders of this Corporation's Cormon Stocle at the Regular 
Mecting of Stockholders. and that proxies in their favor be 
solicited by this Corporation. 
RESOLVED, that prey | matcrial as submitted in proof of 
tareh 2, 1962° with such changes as are recormended by Shearman 
& Stcrling, counscl for the Corporation, be approved for sub- 
mission to stockholders. 
The Board was advised that pursuant to its 4% Subordinated Sinking 
Fund Note duc 1971, fourth parasraph on Pave 5, the Board was required to 
dctcrmine the value received by the company for shares of its Conmuon Stocle 
issucd in connection with its merzcr with FE. L. Brice Company. The Board dis- 
cussed the values as given by the Argus Rescarch Corporation and Lec Hipzinson 
reports of $42 to $45 per share of E. L. Bruce Company stock. Using this as 
a base and considering the 2-1/4 shares of the Corporation stock that was given 


in exchange, the Board arrived at a valuation of $19.33 per share of the 


Corporation stock given in exchanzc. Therefore, upon motion, duly made and 


seconded, it was hercby 


RESOLVED, that for the mirvoses of the fourth paractraph 
of Page 5 of the 4% Subordinated Sinking Fund Note duc 1971, 
the valuc per share of the Cornoration stock given in exchanre 
for ©. L. Bruce Company stock be fixcd at $19.33. 


Me. Fdward if. Gilbert read a statement, a copy of which is filed with 
the records of the mecting. Thereupon, aftcr a full discussion in which Hr. 
Gilbert responded to various questions posed by other members of the Board. 


on motion, dwly scconded, it was 


RFSOLVED, that the Chairman of the Roani, the President, 
- and the Executive Vice President be, and cach hereby is, 
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anthorized to expend in rhe aeerevate up to $400,000 of the 
finds of this Corporation *o purchase shares of the Cormon 
Stocdl: of The Celotcx Corncration, at such price or prices as 
the officer cxpendint sucii funés may cecn advisable; that said 
officers be, and cach here’ is, authorizec to consult with 
Lazard Freres & Co. and Carl Me. Lock, nhoades & Co., or cither 
of them, to sccure their recommendations with resnect to thc 
financial basis on wich a combinatien of this Corporation with 
Tre Celotex Corporation cold be effected; that said officcrs 
be, sad cach hereby is, aitherized te disciss the combination 
of this Corvoration are “h-: Colotes Corporation with ene 
management of Tuc Selotes Vorpevandon; and that said officers 
be, and cach hercoy is, authorin.d #3 reite sueh furtier in- 
vestigations of ne Celoten Corporation as the officer making 
the samc may decm advisadlec. . 


The quarterly dividend on the Common Stock of the Corporation was then 
discussed. Upon motion, duly made and seconded, it was unanimously 


RFSOLVED, that a dividend payable from the authorized and un- 
issued shares of Common Stock, of the nar vaine of $1 cach, of this 
Corporation, at the rate of three shares of such Common Stock for 
each 200 sharcs thereot held, is hercoy declared payable on April 30, 
1962, to the holders of record (other than E. L. Bruce Co. (Incor- 
porated) for sharcs held in Treasury) of the outstanding sharcs of 
such Cormon Stock at the close of business on April 2, 1962; pro- 
vided, that no fractional shares of Common Stock or certificatcs or 
scrip thersfor shall be issued but, in licu shercof, the sharcs of 
Common Stock representine the agazregate fractional interests shall 
be: sold on April 16, 1962, or as soon thereafter as may be practi - 
cable, for the account of the holders of such fractional interests 
‘on the American Stock Exchange, oF otherwise, all cxpenscs and taxcs 
incident to such sale to be borne by chis Corporation, and the pro- 
eceeds of sale remitted to thosc entitled thercto in accordance with 
their proportionate interests therein; ‘ 

RESOLVED, that upon payment of the said dividend nayable in 
shares of Common Stock, there be transferred from carncd surplus, 
with respect to cach share issued in payment therefor, an amount 
approximatcly equal to the fair value of a share of such Common 
Stock, dctermincd by the appro:cimate market price of such shares on 
the American Stock Exchanye om Mareh 5, 1962, adjusted to sive eficet 
to the additional shares of Common Stock to be outstandin™ wpon the 
payment of the said ¢ividend, and that of the amount so transicrred, 
the sun of $1 be credited to the Common Stock capital account and 
the balance thercof be ercdited to the capital surplus account; 


RVSOLVID, that The Manufacturers Hanover Trust Company. Transfcr 
Agent, be requested to act as arent for the holders of Cozmon Stock 
of this Corporation to cifcct sales of shares representins fractional 
interests for the account of the holders thereof, and that the said 
Bank, as such agent, be authorized to act in accordance with si¢4 


E. L. BRUCE CO. (INCORPORATED 


Statement of E. M. Gilbert 
at Board of Directors Meeting held ox 


March 5, 1962 
At our meeting on January 8, 1962 I reported to you with respect 
to the Celotex Corporation. Since that date I have disposed of the 
50,000 shares of common stock of The Celotex Corporation I then owned but, 
presently, I expect to purchase additional shares and I wish to reiterate 
my offer to make any such shares available to this Corporation at my cost. 
On the basis of information presently available to me it appears 
— oe 
that if a combination of this Corporation and The Celotex Corporation can 
a be effected ou a reasonable basis, such a combination would be in the best 
' interests of this Corporation. 

1. The product lines of the two corporations are complementary, 
increased sales, substantial cost savings and increased 
efficiency could he ethested by distributing such product 
lines through one distribution system, NY 
The working capital position of The Celotex Corporation _ 
renee: strong in view of the requirements of its 


business. 


3. On the basis of its published statements the market value 


of the assets of The Celotex Corporation carried in its 
investment account are substantially in excess of book value. 
Certain operating assets of the two corporations complement 
each other. For example, The Reloees Corporation owns a 
substantial tract of Maples near Ishpeming, Michigan 

— sufficient to supply the recently acquired Robbins plant 
of this Corporation, located at Ishpeming, Michigan on a 
perpetual yield basis. 

While I have not solicited any support from The Celotex Corporation 


sharcholders, or made or received any commitments from anv of them. a mimher 


.¢f my friends and acquaintances agreeing with my appraisal of The Celotex 


Corporation have purchased a substantial number of shares. It is my 
belief that, at present, approximately 400,000 shares of the common stock 


of The Celotex Corporation, out of a total of 1,028,651 outstanding, are 


_ in the hands of persons who would favor a combination of it with this 


oC enorme — = nm oe: 


_ Corporation. 
In view of the foregoing, I reccwmend that the Board consider the 
following program: 
(a) Authorize the Chairman of the oer and/or President and/or 
Executive Vice President to cee an aggregate of nut more 
than $400,000 of this Corporation's funds to purchase shares 
of the common stock of The Celotex Corporation at such prices 
as they deem advisable. (The closing price of a share of 
" such stock on March 2, 1962 on the New York Stock Exchange 
was $40,125.) 


Authorize the Chairman of ‘the Board and/or President and/or 
aia ae 


Executive Vice President to consult with Lazard Freres and 


* cme Py om © ae —— 


Carl M. Loeb, Rhoades to secure their recommendations of a 


em oe ome: 


_ feasible financial basis on which a combination of this 


ome oe 


Corporation with The Celotex Corporation could be effected. 
sichorins the Ghidimen of the Board and/or President and/or 

_ Executive Vice President to meet with the management of The 
Celotex Corporation to ascertain their attitude with respect 
to a combination of this Corporation with The Celotex Corpora- 
tion. 
Authorize the Chairman of the Board, and/or President and/or 


‘ Executive Vice President to make such further investigation 


of The Celotex Corporation as they deem advisable. 


E. Le. 8RICE CO. (XNCORPORATED) 
Special Meeting of the 
Board of Nircctors 
Avril 17, 1962 


A nna 


A Special Meeting of the Board of Directors of E. L. BRUCT CO. 


(XNCORPORATED) was held at the office of the Corporation, 660 Madison Avenue, 
New York 21, New ns ‘on Tuesday, April 17, 1962, at 1:00 P. M., E. S. T., 
‘sarsuant to ne tee duly given in accordance with the provisions of the Ry~laws. 

Present: Messrs. Edward M. Gilbert, Harry Gilbert, T. Harvey Creech, 
Evan L, Fellman, Philippe Grelsamer, Thomas H. Lenagh, Henry 4. Loeb, Norman P. 
Mason, Franic H. Steenher and Philip P. Weisberg. 

Absent: Mr. Edwin L. Brucc, Jr. 

In the absence of the Chairman, Mr. Harry Gilbert presided. 

The Secretary presented to the meeting the report of the Inspectors 
ef Election of the Annual Meeting of Stockholders held April 17, 1962, shining 
the election of the following as Directors of the Corporation to serve until, - 
the next Annual Meeting of Stockholdcrs and until the election and qualification 


of their succcssors: 
Edwin L. Bruce, Jr. 
Edward M, Gilbert 
Harry Gilbert 
T. Harvey Creech 
Evan L. Fellman 
Philippe Grelsamer 
Tnomas H. Lenagh 
Henry A. Loch 
Norman P. Mason 
Frank H.: O'Connor 
Philip P. Weisberg 


The meeting then proceeded to the designation of the Excentive Committee 
and the elcction of officers, as pee for in the By-laws of-the Corporation. 


Upon motion, duly made and seconded, it was hereby 


RESOLVED, that the following dircstors shall constitute an 
Executive Committe. pursuant %6 9 Article tii of the By- “Laws § 


= 
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Board that in a separate lettcr to Mr. Weir under the same date he had asked 
thea to consider an increase in the present Note by $1,800,000, advising 
Me, Weir that this atount was necessary in connection with the acquisition of 
stock of The Cclotcx Corporation. Upon motion, duly rade and scconded, it was 
RESOLVED, that the Prcesidamt de authorised to make the 
following changes in our Promissory Note due to the Connecticut. 


thatual Life Insurance Company with the consent of the Note Holder: 


1. Increase the limit on short term borrowings from 
$5,000,000 to $7,500,000. 


2. Increase the limit of other iavestments from 
$1,000,000 to $2,000,000. 
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3. Cet perm*ssion to apply the procecds of the 
liquidation of non-current asscts to purchase 
the stock of The Celotex Corporation. 


RESOLVED FURTHTR, that the President be capowered to negotiate 
an inercase of $1,800,000 in the present Note with Connecticut 
Matual Life Insurance Commany subject to Board approval. 


The Board then discussed the possibilities of selling the Corona 


ro 


“. mortgage. The Board authorized the President or the oe of the Fxucutive 


Committec to negotiate for the sale of the mortgage ene to Board approval. 
_@ TS 
The Board than proceeded to the discussion of its investment in The 


. os or hee 
4 


which he had sent. to Mr. Senay Collins, President of The Cclotcx Corporation. 


A -- Celotex Corporation. Mr. Edward M. Gilbert read a letter dated April 5, 1962 


+ eereoqammee - 


a ! \ ae. Gilbert requested the Board to grant approval to invest additional furds 
. dn The Celotcx Corporation stock. Upon motion, duly made and seconded, it was 


RESOLD, that the authorization to purchase $400,000 of 
stock of The Celotex Corporation sranted at the Board of Directors 
meeting of March 5, 1962, be hereby inercascd by $1,000,000., plus 
proceeds from the Liq: vidation of non-current assets, 3, plus the pro- 
eceds received from any increase in the Connecticut Mutual Life 
Insurance Company Note to tae extent of $1,800,000; and 


RUSCLVED, that any officer of the Corporation be authorized 
to open an account with Lazanitfreres & Co., for the purpose of 
purchasing stock in The Celotex Corporation as authorized by the 
Board of Directors. 


= o-3 a } - rmneeey: reaper ao 
] 


a 


i: 


e 


oor e 


\ 


E. L. BRUCE CO. (INCORPORATED) 
Special Meeting of the 
Board of Directors 


June 12, 1962 

A Special Mccting of the Roard of Dircetors of E. L. BRUCE CO. 
(INCORPORATED) was held at the office of the Corporation, 660 Madison Avenue, 
New York 21, New York, on Tuesday, June 12, 1962, at 10:30 A. M., D. S. Te, 
pursuant to notice duly given in accordance with the provisions of the By-laws. 

Present: Messrs, Edwin L, Bruce, Jr., Harry Gilbert, Edward M, Gilbert, 
Frank H. O'Connor, T. Harvey Creech, Evan L. Fellman, Philip P, Weisberg, Henry 
A. Locb, Norman P, Mason and Philippe Grelsamer, constituting a quorim, 

Absent: Mr, Thomas H. Lenagh. : 

Mr. Robert N, West and Mr, George Dillon of Shearman & seittne, Hr. 

* Bethuel M, Webster and Mr. Frederick Sheffield of Webster Sheffield Fleischmann 


Hitchcock & Chrystic, and Mr. John Cahill of Cahill, Gordon, Reindel & Ohl, were 


present be invitation. 

Upon motion, duly made and seconded, the reading and approval of the 
minutes of the Roard of Directors meeting ‘of April 17, 1962 were waived until 
the next regular meeting. 

The Board was notified that because of the loss of the sawmill at 
Vredenburgh by fire on April 21, 1962, notice had been given to Vredenburgh 
Alabama Propertics that it was the intention of the Corporation to abandon its 
operations in Vredenburgh. Upon motion, duly made and scconded, it was 

RESOLVED, that the Roard authorize the sale of all of the 

properties acquircd from Vredenburgh Alabama Properties on a 

purchase contract dated April 11, 1955 pursuant to the option 

and the conditions as outlincd in said purchase agreement, which 

option has been exercised by Vredenburgh Alabama Propertics. 

The Board was informed that the E. L. Bruce Co, of Texas had entcred 


into an agreement with the Centre Foundation at Centre, Texas whereby the 


Centre Foundation would provide additional buildings and facilitics on the 
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property at Centre, Texas under lease to E. L. Bruce Co. of Texas. In connec- 
tion with these facilities, the Centre Foundation has agreed to a new lease with 
‘the E. L. Bruce Co. of Texas for a period of five years at $3,259.97 per month 
and a letter authorizing the renewal of this lease for a further five-ycar 
period at $2,513.30 per month with extensions thereafter at a nominal rate. The 
Centre Foundation requested a guarantce of the parent corporation on the lease 
and, therefore, on motion, duly made, seconded and carricd, it was 


RESOLVED, that the Corporation gularantce a lease entered into 
between E. L. Bruce Co. of Texas, a wholly owned subsidiary, and 
the Centre Foundation, pursuant to terms as outlined above, and 
that a proper officer be authorized to exccute said guarantec. 


An application for the issue of a replacement stock certificate was 


presented; and on motion, duly seconded, it was 

wa RESOLVED, that upon receipt of an indemnity bond in form and 
with. corporate surcty acceptable to the officers of this Corporation, 
in which this Corporation and its Transfer Agent and Registrar are 
named as oblizees, the proper officers of this Corporation be and 
they are hereby authorized and directed to cause to be issucd to 
Mr. M. P. Ransom, and to be countcrsigned and registered by the 
Transfer Agent and the Registrar, a certificate represencing seventy- 
five (75) shares of Common Stock of this Corporation in lieu of lost 
certificate in similar registration, 


Upon motion, duly made and seconded, the Board then authorized the 
opening of a bank account for the Corporation in the Thomas Street Branch of 
the Union Planters National Bank of Memphis for the purpose of making payroll 
advances to Nenphis plant employees, pursuant to the following resolutions: 


BE IT RESOLVED, that any two of the following: President, Vice 
President, Secretary, Treasurer and/or the Authorized Signatures of 
Cecil Neal, H. K. Magness, Frank May, Paul Townsend and William 
Carrell of this Corporation, be and they are authorized for and on 
behalf of said Corporation to open an account or accounts with the 
Union Planters National Bank of Memphis, Tennessec, in the name of 
-E. Le BRUCK CO. (INCORPORATED) and to draw and sign checks against 
Said account. 


AND BE IT FURTHER RESOLVED, that said Union Planters National 
Bank of Memphis, Tennessee, is hereby authorized and directed to 
honor and pay any checks so drawn, when so sizned, whether or not 
such checks be payable to the order of any officer or person signing 
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said checks, or any of said officers or persons in their individual 

capacitics, and whether or not such checks are deposited to the 

individual ercdit.of the officer or person sipming said checks, or 

to the individual credit of any of the other officers or persons, 

AND BE, IT FURTHER RESOLVED, that the Sceretary of this company 

is authorised to certify, wider the corporate scal of this Corporation, 

to said Rank a copy of these resolutions and the names of the officers 

or cmployees of the Corporation thereby authorized to act in the 
premises, and said Bank is hereby authorized to rely upon such ccrti- 
ficate of the Secretary of the Corporation until it is formally advised 
by a subscqucnt certificate in writing, and under the corporate scal, 
of any changes therein. 

Mr, West then introduced Mr. Webster and Mr. Shefficld and explained 
to the Board that, in view of what he was then going to tell them, he had advised 
that they be brought in as special counsel for the Corporation inasmuch as he was 
representing Mr. Edward M, Gilbert in the matter, 

The Board thereupon resolved that the firm of Webster Sheffield 
Fleischmann Hitchcock & Chrystie be. retained as special counsel in connection 
with the matter to be taken up at the mecting. 

Mr. West also introduced Mr. John Cahill, who was present as counsel — 
for Mr, oe A. Loeb. 

ie, West informed the Board no Mr. Edward M, Gilbert had informed 
his (Mr. West's) a Mr. George Dillon, that during the | aaa from May 28th 
through Junc 6th, Mr. Edward M, Gilbert had made or caused to e made, a serics 
of unauthorized withdrawals from the Corporation in the total amount of $1,953, 000, 
Mr. West described the circumstances leading up to the withdrawals and the manner 
in which they were made. 

Mr. Webster then questioned each of the directors as to their Imowledge 

& of these withdrawals and each director stated that he had not been informed by 
Mr. Gilbert of his plans to make the withdrawals and had neither authorized or 


consented to them in any respcct. 


Mr. West then briefly described to the Board the negotiations with 


snlll 
Ruberoid Inc. to sell all of the Corpavarteas and all of Mr. Fdward HM, Gilbert's 
Shares of Celotcx at a price of $36 per sharc. However, he stated that he had 
just been informed that the Board of Directors of Ruberoid had rejected the 
purchase, | 
The Board then took a short recess: 
— reconvening, Mr. Webster made the following recommendations: 


(1) that Mr, Edward M, Gilbert resign as President and Director and 


‘Mr. ‘Irwin Polivy resign as Sceretary of the Corporation and that 


a new President and Seerseare be cleeted. 
that the authority to sign chceks be changed to withdraw the 
authorization of the present President and Scerctary. 
that the Corporation's accountants, Peat, Marwick, Mitchell & Co., 
be notified to make an immediate examination of the books and 
records of the Corporation. 
that the Sccurities & Fxchange Commission, the American Stock 
Exchange, the Connecticut Mutual. Life Insurance Company and the 
Seaboard Surety Company i immediately notificd of the withdrawals.” 
(5) that an appropriate public announcement be issued by the Corporation. 
The mecting then recessed until 2:45 P, M, 
The mecting reconvened at 2:45 P, M, All of the directors who had 
attended the carlier session of the meeting were present. 
Mr. Edward M, Gilbert then presented his resignation as a Director and 
President of the Co:poration and all of its subsidiaries, This was ordered 
attached to the record of the meeting and, on motion, duly made and seconded, it 
was hereby ~ 
RESOLVED, that the resignation of Mr. Edward M, Gilbert as 


President and Director of the Corporation and all of its sub- 
sidiarics be and it hercby is accepted. 
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Mr, Mdwin L. Bruce, Jr. was then nominated as President of F. L. 
Bruce Co. (Incorporated) and, upon motion, duly made and seconded, it was 


RESOLVED, that the Sccretary of the Mecting be instructed 
to cast a joint ballot of the directors present in favor of the 
election of Mr. Edwin L. Bruce, Jr. as President to serve in 
that capacity in accordance with the By-laws of the Corporation 
in addition to his duties as Chairman of the Roard of the 
Corporation. 


Mr. Irwin Polivy presented his resimmation as Sec-ztary of the 
Corporation and all of its subsidiaries, With reference to Mr, Polivy's res- 
ignation, Mr, Edward M. Gilbert stated that he assumed full responsibility 
for the withdrawals and that all the withdrawals were made at his direction. 
The resipnation of Mr. Polivy was ordered attached to the record of the mecting 
and, on motion, duly made and seconded, it was hereby 

‘ RESOLVED, that the resimnation of Mr. Inwvin Polivy as Scerctary 
of the Corporation. and all of its subsidiaries be and it hereby is 
accepted, 

Mr. T. Harvey Creech was then nominated as Seerctary of F. L. Bruce 
Co. (Incorporated) and, upon motion, duly made and scconded, it was 

RESOLVED, that Mr. T. Harvey Creech be and hereby is elected 

Sccretary of the Corporation to serve in that capacity in accor- ° 

dance with the Ry-laws of the Corporation in addition to his 

dutics as Vice President of the Corporation, 

On Motion, duly made and seconded, it was hcreby 

RESOLVED, that the proper officers of the Corporation be and . 
they hereby are authorized and directed to notify all the banks 

and lending institutions of the Corporation of the resignations 

of tir, Fdward M, Gilbert and Mr. Irvin Polivy as President and 

Sceretary, respectively, of the Corporation, and of the withdrawal 

of any and all authorisation which May have been granted to said 

individuals pursuant to any banking or borrowing resolutions here- 
tofore adopted by the Board, 

The Board then discussed generally the possibilities open to Mr, Gilbert 
to reimburse the Corporation for the witharawals. He said he expected to mect 


later in the day with representatives of a possible purchaser of his stock in the 


whe 
Corporation. Aftcr a full discussion of the possibilities of recovering for 
the Corporation the withdrawals through the proposals of Mr. Gilbert, the Roard 
instructed him to continue his negotiations and to report latcr in the day on 


their results, 


On motion, duly made and seconded, the following resolutions were 


unanimously adopted: 


RESOLVED, that the proper officers of the Corporation be 
and hereby are authorized and directcd to request Peat, Marwick, 
Mitchell & Co., the Corporation's auditors, to conduct an 
examination of the Corporation's books and report to the Board 
at the carlicst possible moment. — 


FURTHER RESOLVED, that the proper officers of the Corporation 
be and they hereby are authorized and dirceted to inform the 
Regional Office of the Securities and Exchange Commission, the 
American Stock Exchange, the Connecticut Mutual Life Insurance 
Company and. the Scaboard Surety Company of the disclosures made 
to the meeting today. 


FURTHER RESOLVED, that the proper officers of the Corporation 
be and they hereby are authorized to relcase for publication the 
following statement: 


ir, E. L. Bruce, Jr., Chairman of F. L. Bruce Co, 
(Incorporated) announced that at a mecting of the Roard of 
Directors hcld today Fdward M; Gilbert has resigned as President 
and as a Director and that Mr. Bruce has been elected President. 
He will also continue as Chairman. Mr. Bruce stated that 
Mr, Gilbert's resignation followed his disclosure to the Board 
of Directors today that between May 28th and June 6th he had 
made unauthorized withdrawals from the Corporation in the amount 
of $1,953,000. He also reported that the Corporation had a 
surety bond in the amount of $750,000. Special counsel retained 
in connection with this matter, Bethuel M, Webster and Frederick 
Shefficld of Webster Shefficld Fleischmann Hitchcock & Chrystic, 
have been instructed to present the facts to the Securitics & 
Exchange Commission and the American Stock Exchange. 


Mr. Bruce said that prospects for the company were bright 
and that sales are currently running approximately 30% above 
the levels of last year." 


The Board then discussed mcasures which,should be talcen to protect 


the interests of the Corporation, and on motion, duly made and seconded, it 


was 


adjourmncd. 
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RESOLVED, that special counsel for the. Corporation, he and 
they hereby are authorized and directed to consider the measures 
which should be taken to protcct the interests of the Corporation 
as a result of the disclosurcs made to this mccting, and to tale 
any and all action which they deen appropriate, including the 
bringing of legal action against Edward M. Gilbcrt. 


There being no further business, on motion, duly scconded, the mecting 
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INTEREST BEARING PROMISSORY NOTE 


New York, New York 


$e Be oe Mire 2%, 1962 


ON DEMAND, FOR VALUE RECEIVED, the undersigned promises to 
pay to the order of E. L. BRUCE CO. (INCORPORATED), a New York corpo- 


ration (hereinafter called the ease at dats office at 660 Madison = 
Avenue, New York, New York, the sum of Je WDE Ta then oft i 
DOLLARS, with interest: thereon, from the date hereof to and including ro 


the day when this note becomes payable, at the rate of six per cent 
per annum. 


I. As collateral security for the payment of (1) the indebt- 
edness evidenced hereby or by any note(s) which may be given in renewal 
or extension of all or any part of that indebtedness, and (11) any and 
all other obligations and/or liabilities, direct or contingent, of the 
undersigned to the Lender, due or to become due, whether now existing 
or hereafter arising, (the indebtedness evidenced hereby and any and 
all such other obligations and liabilities being hereinafter referred 
to as the "Obligations"), the undersigned hereby pledges tothe Lender 
any and all of his property now or at any time(s) nereafter in the pos- 
session or control of the Lender and hereby gives the Lender a lien 
upon all the property as aforesaid for the amount(s) owing at any 
time(s) on the Obligations. 


It. Furthermore, the undersigned agrees: (a) that, in event 
of any new or additional certificate(s) of stock being issued (as stock . 
dividends or otherwise) relative to any stock held by the Lender at the 
time as security hereunder, such certificate(s) shall be deemed an in=- 
crement to the stock so held and under pledge to the Lender and that, 
therefore, such certificate(s) will--to the extent received by or placed 
under the control of the undersigned--be held or controlled in trust 

. for the Lender and will be promptly delivered to the Lender (in form 

for transfer) to be held hereunder; (b) that the Lender shall be under 
no duty with respect to any property held relative hereto at any time(s) 
except to account therefor in due course pursuant to the terms and pro=- 
visions hereof, and (c) that the Lender may, in its discretion and in 
the absence of other express instruction in writing, apply any amount(s), 
which may be paid to and/o? received or held by it relative hereto at 
any time(s), to the payment or reduction, either in whole or in part, 
of the principal and/or interest (as the Lender may elect) then owing on 
all or any of the Obligations. 


TII. In event of the happening of any one or more of the 
following, to wit: (a) the non-payment of any of the Obligations; (b) 
the death of the undersigned; Ps any petition in bankruptcy being 
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filed by or against the undersigned or any endorser or guarantor of 
this note, or any proceedings in bankruptcy, or under any Acts of 
Congress relating to the relief of debtors, being commenced for the 
relief or readjustment of any indebtedness of the undersigned or any 
endorser or guarantor of this note, either through reorganization, 
composition, extension or otherwise; (d) the making by the undersigned 
or any. endorser or guarantor of this note of an assignment for the 
benefit of creditors or the taking advantage by any of the same of 

any insolvency law; (e) the appointment of a receiver of any property 
-of the undersigned or any endorser or guarantor of this note; (f) the 
attachment or distraint of any funds or other property of the under- 
signed which may be in, or come into, the possession or control of 

the Lender or of the same becoming subject at any time to any manda- 
tory order of court or other legal process--then, or at any time after 
the Se any such event, this note and/or any note(s) or other 
obdligation(s) which may be taken in renewal or extension of all or any 
part of the indebtedness evidenced thereby, shall immediately become 
due and payable, without demand or notice, and likewise upon the 
happening of any such event, or at any time thereafter, any or all 

of the other Obligations then existing shall, at the option of the 
Lender, become due and payable forthwith, without demand upon or no- 
tice to the undersigned. Furthermore, in any such event, full power 
and authority are hereby given the Lender to sell, assign and deliver 
the whole, or any part(s) thereof, of the property hereinbefore pledged. 
-to it or at public or private sale, at the option of the Lender, either 
for cash or on credit or for future delivery, without assumption of 
any credit risk, and without either demand, advertisement or notice 

of any kind, all of which are hereby waived, and no delay on the part 
of the Lencer in exercising any power of sale or any other rights or 
options hereunder, and no notice or demand, which may be given to or 
‘made upon the undersigned by the Lender with respect to any power of 
sale or other right or option hereunder, shall constitute a waiver 
thereof, or limit or impair the right of the Lender to take any action 
or to exercise ary power of sale or any other rights hereunder, with- 
out notice or demand, or prejudice the rights of the Lender as against 
the undersigned in any respect. At any sale hereunder, the Lender 
may itself purchase the whole or an, part of the property sold, free 
from any right of redemption on the part of the undersigned, all such 
rights being also hereby waived and released. In event of any sale 

or other disposition of any of the property aforesaid, after deducting 
all costs or expenses of every kind for care, safekeeping, collection, 
sale, delivery or otherwise, the Lender shall, after applying the 
residue of the proceeds of the sale, or other disposition thereof, as 
nereinabove authorized and after making proper allowance for interest 
on Obligations not then due, return any overplus to the undersigned, 
all without prejudice to the rights of the Lender as against the urider=- 
signed with respect to any and all amounts which may then be or remain 
unpaid on any Obligations. _ ch 
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IV. The word "property" as used herein includes goods and 
merchandise, as well as any and all documents relative thereto; also, 
funds, securities, choses in action and any and all other forms of 
property, whether real, personal or mixed, and any right, title or 
interest of the undersigned therein or thereto. 


V. The Lender is hereby authorized, at its option and with- 
out any obligation to do so, to transfer to or register in its name, 
street name, or in the name of nominee(s) all or any part of the prop- 
erty referred to hereinabove, and to do so before or after the maturity 
; any of the Obligations, and with or without notice to the undersign- 
e e 


VI. The Lender may transfer this note and deliver to the 
transferee(s) all or any of the property then held by it as security 
hereunder, and the transferee(s) shall thereupon become vested with 
all the powers and rights herein given to- the Lender with respect 
thereto;-and the Lender shall thereafter be forever relieved and fully 
discharged from any liability or responsibility in the matter, but the 
Lender shall retain all rights and powers hereby given with respect 
to property not so transferred. 

VII. The undersigned hereby waives presentment for payment, 
demand, notice of dishonor and protest of this note and further agrees 
that this note shall be deemed to have been made under and shall be 
governed by the laws of the State of New York in all respects, includ= 
ing matters of construction, validity and performance, and that none 
of its terms or provisions may be waived, altered, modified or amended 
except as the Lender may consent thereto in writing duly signed for 


and on its behalf. 
: [s/ SpevrA2D fh, Cr aEe oe 
Edward M. Gilbert : 


INTEREST BEARING PROMISSORY NOTE 


New York, New York 


ee 2a eee | fiav D9, i9Ge 


ON DEMAND, FOR VALU RECEIVED, the undersigned promises to 
pay to the order of E. L. BRUCE CO. (ZNCORPORATED), a New York corpo- 
rasion (hereinafter: called the "Lender"), at its office at 660 Madison 
Avenue, New York, New York, tne sum of Live AyedPed FORTY THWSARD 
DOLLARS, with interest. thereon, from the date nereoi to and inc ucing 
the day when this note becomes payable, at the rate of six per cent 
per annum. 


I. As collateral security for the payment of (1) the indedt=- 
edness evidenced hereby or dy any note(s) which may be given in renewal 
or extension of all or any part of that indebtedness, and (ii) any an 
all other obligations and/or liabilities, direct or contingent, of the 
undersigned to the Lender, due or to decome due, wnether now existing 
or hereafter arising, (the indebtedness evidenced nereoy and any and 
all such other obligations and liabilities being hereinafter referred 
to as the “Obligations"), the undersigned hereby pledges tothe Lender 
any and all of his property now or et any time(s) hereafter in the pos- 
session or control of the Lender and hereby gives the Lender a lien 
upon all the property as aforesaid for the amount(s) owing at any. 
time(s) on the Obligations. : 


II. Furthermore, the undersigned agrees; (a) that, in event 
of any new or additional certificate(s) of stock being issued (as stock . 
Gividends or otherwise) relative to any stock held by the Lender at the- 
time as security hereunder, such certificate(s) shall be deemed an in- 
erement to the stock so neld and under pledge to the Lender and that, 
therefore, such certificate(s) will--to.the ext’ +t received by or placed 
under the control of the undersigned--be held or esontrolled in trust 
for the Lender and will be promptly delivered to the Lender (in form 
for transfer) to be held hereunder; (») that the Lender shall be under . 
no duty with respect to any property held relative hereto at any time(s) 
except to account therefor in due course pursuant to the terms and pro- 
visions hereof, and (c) that the Lender may, in its discretion and in 
tne absence of other express instruction in writing, apply any amount(s), 
which may be paid to and/or received or held by 1t relative hereto at 
any time(s), to the payment or reduction, either in whole or in part, 
of the principal and/or interest (as the Lender may elect) then owing on 
ail or any of the Obligations. : a : 


- TIT. In event of the happening of any one or more of the 
following, to wit: (a) the non-payment of any of the Obligations; (bd) 
the death of the undersigned; (c) any petition in bankruptcy being 


wie 


filed by or against the undersigned or any endorser or guarantor of 
this note, or any proceedings in pankruptcy, or under any Acts or 
Congress relating to the relier of debtors, being commenced for tne 
relier or readjustment of any indepteadness of the undersigned or any 
endorser or guarantor of this note, either througn reorganization, 
composition, extension or otherwise; (d) the making by the undersigned 
or any. endorser or guarantor of this note of an assignment for the 
benefit of creditors or the taking advantage by any of che same or 

any insolvency law; (e) the appointment of a receiver of any propesty 
of the undersigned or any ercorser or guarantor of this note; (2) ene 
attachment or distraint of any funds or other property of the under- 
signed which may be in, or come into, the possession or control of 

the Lender or of the same oecoming subject at any time to any manda- 
tory order of court or other legal process--then, or at any time after 
the happening of any such event, this nove and/or any note(s) or other 
obligation(s which may be taken in renewal or extension of all or any 
part of the indebtedness evidenced thereby, shall immediately become 
due and payable, without demand or notice, and likewise upon che 
nappening of any such event, or at any time thereafter, any or all 

of the other Obligations then existing shall, at the option of the 
Lender, become due anc payable forthwith, without demand upon o> no- 
tice to the undersigned. Furchermore, in any such event, full power 
and authority ere nereby given tne Lender to sell, assign and deliver 
tne whole, or any part(s) thereof, of the property hereinbefore pledged . 
to it or at public or private sale, at the option of the Lender, either 
for cash or on credit or for future delivery, without assumption of 
any credit risk, and without either demand, advertisement or notice 

of any kind, all of which are nereby waived, and no delay on the part 
of the Lender in exercising any power of sale or any other rights or 
options hmereuncer, and no notice or demand, which may be given to or 
‘made upon tne undersigned by the Lender with respect to any power of 
sale or otner right or option nereunder, shall constitute a waiver 
thereof, or limit or impair the right of the Lender to take any action 
or to exercise any power of sale or any other rights hereunder, with- 
out notice or demand, or prejudice the rights of the Lender as agains’ 
the undersigned in any respect. At any sale hereunder, the Lender 

may itself purchase the whole or any part of the property sold, free 
from any right of redemption on the pavs of the undersigned, all suca 
rights being also hereby waived and released. In event of any sale 

or other disposition of any of the property aforesaid, after deducting 
all costs or expenses of every kind for care, safekeeping, collection, 
sale, delivery or otherwise, the Lender snall, after applying the 
residue of the proceeds of the sale, or other disposition thereof, as 
nereinabove authorized and after making proper allowance for interest 
on Odligations not then’ due, return any overplus to the undersigned, © 
all without prejudice to the rights of the Lender 4s against she under= 
. signed with respect to any and all amounts which may then be or remain 
unpaid on any Obligations. oe 
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Iv. The word "property" as used herein includes goods and 
merenandise, as well as any and all documents relative thereto; aiso, 
funds, securities, choses in action and any and all other forms of 
property, whether real, personal or mixed, and any right, title or 
interest of the undersigned therein or thereto. 


V. The Lender is hereby authorized, at its option and with- 
ous any obligation to do so, +o transfer to or register in its name, 
acreet name, om in she name of nominee(s) all or any part of the prop- 
erty referred to hereinaoove, and to do so before or after the maturiey 
- any of the Obligations, ang with or without notice to the undersign=- 
ed. 


VI. The Lender may transfer this note and deliver to th 
transferee({s) all or any of the property then held by it as security 
hereunder, and the tsransferee(s) ‘shail thereupon become vested with 
all the powers anc rignts nerein given to. the Lender with respect 
tnereto; and the Lender shall thereafter be forever relieved and - fully 
discharged from any liability or responsibility in the matter, bus tne 
Lender shall retain all. rights and powers hereby given with respect 
to property not so transferred. 


VII. The undersigned hereby waives presentment for payment, 
demand, notice of dishonor and protest of this note and further agrees 


that this note shall be deemed to have been made under and shall be 


governed by the laws of- the State of Néw York in all respects, includ- 
ing matters of construction, validity,and performance, and that none 

of its terms or provisions may be waived, altered, modified ox.amenced 
except as the Lender may consent thereto, in writing duly signed for 
and on its behalf. : : 


INTSREST BEARING PROMISSORY NOTES 


New York, New York 


eee Ae rf Taine / , 1962 
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ON DEMAND, FOR VALUE RECEIVED, the unc rsigned promises to 
pay to the order of =. L. BRUCE co. (INCORPORATED) , a New York corpo- 
vation (hereinafter called the “Lender"), at its o7fice at 660 Madison 
Avenue, New York, New York, the sum of =s Hete oye o> IR TEL FIACELILO 
DOLLARS, with interest: thereon, from the. date nereo: to and inclucing 
the day when this note becomes payable, at the rate of six per cent 
per annun. 


I. As collateral security for the payment of (1) the indebt- 
edness evidenced hereby or dy any note(s) which may be given in renewal 
or extension of all or any part of that indebtedness, and (ii) any ana 
all other odligations and/or liadilities, direct or contingent, of the. 
undersigned to the Lender, due or to become due, whether now existing 
or nereafter arising, (the indebtedness evidenced heredy and any and 
all such other obligations and liabilities being hereinafter referred 
to as the "Obligations"), the undersigned nereoy pledges tothe Lender 
any and all of his property now or at any time(s) hereafter in the pos=- 
session or control of the Lender and hereby gives the Lendg@r a lien 
upon all the property as aforesaid for the amount(s) owing at any 
time(s) on the Odligations. 

4 . 
II. Furthermore, the undersigned agrees: (a) that, in event 
of any new or additional certificate(s) of stock being issued (as stock . 
dividends or otnerwise) relative to any stock neld by the Lender at the- 


time as security hereunder, such certificate(s) shall be deemed an ‘n- - & 


NO cmon bb 

erement to the stock so held and under pledge to the Lender and thav, 
therefore, such certificate(s) will--to.the extent received by or placed 
ander ¢he control of the undersigned--bde held or control.ed in trust 

for the Lender and will be promptly celi >sred to the Lender (in form 

for transfer) to be held hereunder; (b) that the Lender shall be uncer 
no duty with respect to any property held relative hereto at any time(s) 
except to account therefor in due course pursuant to the terms and pro-" 
visions hereof, and (c) that the Lender may, in its discretion and in 
the absence of other express instruction in writing, apply any amount(s), 
waich may be paid to and/or received or held by it relative nerets as 

ny time(s), to the payment or reduction, either in whole or in part, 

of the principal and/or interest (as the Lender may elect) then owing on 
ali or any of tne Obligations. : 


III. - In event of the happening or any one or more of the 
following, to wit: (a) the non-payment of any of the Obligations; (bd) 
the death of the undersigned; ia any petivion in bankruptcy being 


filed oy or against the undersigned or any endorser or guarantor of 
shis note, om any proceedings in bankruptcy, or under any Acts of 
Congress relating to tne relief of debtors, being commenced for the 
velier or readjustment of any indcebtecness of she undersigned or any 
endorser or guarantor of tnis note, either through reorganization, 
composition, extension or otherwise; (¢4) the making by tne undersigned 
or any. endorser or guarantor of this note of an assignment for the 
benefit of creditors or she taking advantage by any of the same of 

any insolvency law; (e) the appointment o> a-receiver of any property 
of the uncersigned or any encorser or guarantor of this note: (f) the 
attachments or distraint of any funds or other property of the undcer- 
signed which may be in, or come into, the possession or control of 

the Lender or of the same oecoming sudject at any time to any manda- 
tory order of court o> other legal process--then, o> at any time after 
the happening of any such event, this nove and/or any note(s) or other 
obligation(s) which may be taken in renewal or extension of all or any 
part of the incgebsedness evidenced thereoy, snall immediavely become 
due and payable, witnout Gemané or notice, and likewise upon the 
happening of any such event, or at any time thereafter, any or all 

of the ocher Obligations then exisving shall, at the opvion of the 
Lendez, become due and payaole forthwitna, without demand upon or nom 
¢iee to the undersigned. Furthermore, in any such event, full power 
and authority are hereby given tne Lender to sell, assign and deliver 
the whole, or any part(s) thereof, of the property hereindefore pledged. 
to it or at public or private sale, at the option of the Lender, either 
for cash or on credit or for future delivery, without assumption of 
any credit risk, and without either demand, advertisement or notice 
of any kind, all of whicn are’ hereby waived, and no delay on che part 
of the Lender in exercising any power of sale orm any other rights or 
options hereunder, and no notice or demand, which may be given to or 
‘made upon tne undersigned by the Lenéer with respect to any power of 
sale or other right or option hereunder, shell constitute a waiver 
thereof,.or limit or impair the right of the Lender to take any action 
or to exercise any power of sale or any other rights nh reunder, with- 
out notice or demand, or prejudice the rights of the Lender as against 
the undersigned in any respect. At any sale hereunder, the Lender 

may itsel? purcnase the whole or any part of the property sold, free 
from any right of redemption on the part of the undersigned, all such 
vignts being also nereoy waived and meleased. In event of any sale 

or other disposition of any of the property aforesaid, after deducting 
all costs or expenses of every kind for care, safekeeping, collection, 
sale, delivery or otherwise, the Lender shell, after appiying the 
residue of the proceeds of tne sale, or other disposition tnereor, as 
hereinabove authorized and aiter making proper allowance for interest 
on Obdiigations not then due, return any overplus to the undexsignec, 
all without prejudice to the rights of the Lender as against the under= 
signed with respect so any and all amounts which may then be or remain 
unpaid on any Obligations. ‘ 
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IV. ‘The word "property" as used nerein includes goods an 
mercnandise, as well as any anc all documents relative thereto; also, 
funds, securities, choses in action and any and all other forms of 
property, whetner real, personal or mixed , and any right, sitle o> 
interest of the undersigned therein or thereto. 


V. The Lender ‘ts hereby auchorized, at its option and witn- 
out any obligation to do so, to tz aster. to or register in its name, 
street name, or in the name of nominee(s) all or any part of the prop- 
erty referved to nereinabove, and te do so before or aster the maturiscy 
- any of the Obligations, and with or without notice to the undersign- 
ed. 


Vi. Tre Lender may transfer schis note re deliver to tne 
transferee(s) all or any of the property tnen held by it as security 

hereunder, and the transfezee(s) shall tnereupon Sosa vested with 
all the powers and rights herein given to: the Lender with respect 
chereso; and the Lender — thereafter be forever relieved and fully 
discharged from any liability or responsibility in the matter, but the 
Lender shall retain all rights and powers hereby given with respect 
to property not so transferred. 


VII. The undersigned nereby waives presentment Tor payment, 
demand, notice of dishonor and protest of this note and further agrees 
that this note shall be deemed to have been made under and shall be 


governed oy the laws of the State of New York in all respects, incluc- 
ing matters of construction, validivy and performance, and that none 
of its terms or provisions may be waived, altered, modified or. amended 
except as the Lender may consent thereto writing duly signed 2or 
and on its benalf. 


— 
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INTEREST BEARING PROMISSORY NOTE 


New York, New York 
wwe <=  , 1962 


ON DEMAND, FOR VALUES RECELVED, the ‘undersigned promises to 
pay to the order of E. L. BRUCE CO. (INCORPORATED), a New York corpo- 
‘vation (hereinafter called the "Lender>"), at its office at 660 Medison 
Avenue, New York, New York, tne sum of 4% 0°57 Mov Ra es FT pestm-.' > 

" DOLLARS, with interest thereon, from the date hereof to and inclucsans 
the day when this note becomes payable, at the rate of six per cent 
-- pes annum. 


I. As collasveral security for the payment of (1) the indess- 
edness evidenced hereby or sy any note(s) which may be given in renewal 
or extension of all or any paxt of that indebtedness, and (11) any and 
all ovner obligations and/or liasilities, direct or contingent, of she 
undersignea to the Lender, due or to become due, whether now existin 

or nereafter arising, (the indebtedness evidenced neredy and any and 
@ii such other obligations and liabilities being hereinafter referred 
to as the "Ooligations"), the undersigned nereby pledges tothe Lender 
any and all of nis property now or at any time(s) hereafter in the pos- 
session or control of the Lender and hereby gives the Lender a-:lien= 
upon all tne property as aforesaid for the amount(s) owing at any 
time(s) on the Obiigations. 

IZ. Fucthermore, the undersigned agrees: (a) that, in event 
of any new or additional certificate(s) of stock being issued (as stock . 
Gividends or otherwise) relative to any stock held by the Lender ats the- 
time as security hereunder, such certificate(s) shall be deemed an in- . 
crement to the stock so held and under vledge to the Lender ane that, ; 
therefore, such certificate(s) will--to the extent received by or placed 
unde> the control of the undersigned--be held or controlied in trust 

Zor the Lender ané will be promptly delivered to the Lender (in form 

Sor transfer) to be held hereunder; (5) that the Lender shall be under 

mo duty with respect to any property held relative hereto at any time(s) . 
except to account therefor in due course pursuant to the terms and pro- 
visions hereof, and (c) that the Lender may, in its discretion and in 

the absence of other express instruction in writing, apply any amount(s), 
which may be paid to and/or received or held by it relative nereto as 

any time(s), to the payment or reduction, either in whole or in part, 

of the principal and/or interest (as the Lender may elect) then owing on 
@il or any of the Obligations. C3 


- an event of the hapoening of any one or more of the 
o wit: (a) the non-payment of any of the Obligations; (>) 


following, $ 
the death of the undersigned; (c) any petition in bankruptcy being 


err 
Cd 
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filed by or against tne undersigned or any endorser or guarantor of 
this note, om any proceedings in sankruptcy, or uncer any Acts of 
Congress relating to the relief of cedtors, being commenced for tne 
relie? or readjustment of any indebtedness of the undersigned or any 
néorser or guarantor of this note, either through reorganizavion, 
composition, extension or otherwise; (a) the making by the uncersigned 
or any. endorser or guarantor of this note of an assign nt for tne 
Senerit of ereditors or the taking advantage by any of the same or 
any insolvency law; (e) the appointment of a receiver of any property 
of the undersigned or any endorser or guarantor of this nove; (2) cne 
tachment or Gistraint of any funds or other property of the undcer- 
signed which may be in, or come into, the possession or control of 
the Lender or of the same decoming susjecs at any scime to any manca- 
tory order of court or other legal process--tnen, or at any time arcer 
the nappening of any such event, this rove and/or any note(s) or otner 
ooligation(s) which may be taken in renevial or extension of all o> any 
part of the indebtedness ev.cernced thereoy, shall immediately become 
Gue and payable, withous demand or notice, anc likewise upon tine 
happening of any such event, or at any time thereafter, any or all 
of the ocvher Odligations then existing shall, at the option of the 
Lender, become due and payadle forthwita, without demand upon or no- 
tice to the undersigned. Furthermore, in any such event, full power 
ane authority are nereby given the Lender to sell, assign and delive> 

he whole, ov any part(s) thereof, of the property hereinbefore pledgec. 
to is or as public or private sale, at the option of the Lender, eitner 
for cash or on credit or for future delivery, without assumption Oo 

any credit risk, and without eivner demand, advertisement or notice 

of any kiné, all of which are hereby waived, and no delay on the part 
of the Lender in exercising any power of sale or any other rights or 
options hereunder, and no notice or demand, which may be given to or 
‘made upon the undersigned by the Lender with respect to any power of 
sale or other right or option hereunder, shail constitute a waiver 
thereof, or limit or impair the right of the Lender to take any action 
or to exercise any power of sale or any other rights hereunder, witn- 
out notice or demand, or prejudice the rights of the Lender as against 
tne undersigned in any respect. At any sale hereunder, the Lender 

may itself? purchase the whole or any part of the property sold, free 
_ from any right of redemption on vhe part of the undersigned, all sucn 
stents teing also hereby waived and released. In event of any sale 
or other disposition of any of the property aforesaid, arter decucving 
ail costs or expens2s of every kind for care, safekeeping, collection, 
sale, delivery or otherwise, the Lender shall, after appiying she 
residue of the proceeds of the. sale, or other disposition thereo?, as 
nereinebove authorized and after making proper allowance for interest 
on Ooligastions not then due, return any overplus to the undersignec, 
all without orejudice to the rights of the Lender as against the uncer- 
signed with respect to any and all amounts which may tnen be or semain 
unpaid on any Obligations. : 


‘ 


101°A 
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ay. ne word "property"! as used herein includes goods anc 
mexcnandise, as “ell as any and all documents relative shereto; aiso, 
funds, securities, choses in action and any and all other forms of 
propersy, whether real, personal or mixed, and any rignt, ticle om 
interest or tne undersigned therein o> thereto. 


V. The Lender is heredy aushorized, at its option and witae- 
ous any obligation to do so, to transies to or register in ivs name, 
strees mame, or in. the name of nominee(s) azl or any part of the prop- 

>ty referred to hereinabove, and to do so serore or after the maturity 
re any of the Obli gations, ard with or without notice to the unde. ..gn- 
ed. 


VI. The Lender may transfer this note and deliver to the 
transferee(s) all or any of she prope> ty chen neld by it as securit 
REPeunses, and the transferee(s) snall thereupon become vested with 
ail the vowars and tights herein gs: ven to. the Lender with respect 
thereto; and she sane’ snali thereafter oe forever relieved and fully 
disch mged 3 sror any liabilisy or responsibility in the matter, out the 
Lenéer snail retain ali nignts and powers hereby given witn respect 
to cack any not so transferrec. 


VziI. Tne undersi gned hnereoy waives presentment for payment, 
demand, notice of dishonor and protest of this note and further agrees 
‘that this note shall be deemed so have deen made under and shall Se 
governed by the laws of She Stete of New York in all respects, includ- 
ang masters of construction, validity and performance, and that none 
of iss texas or provisions may be nereso“in writss ih Bp a or. amended 
exceps as tne Lender may consents th seress writing Guly signed for 


and on its behalr. 
IL Mn shtd 7 LIES 


edward °M. Gilserty 


ST BEARING PROMISSORY NOTE 


New York, New York 
eee eo eee 


ON DEMAND, FOR VALUZS R=ECELV=9, vne undersigned promises vo 
pay to the order of &. lL. BRUCE CO. (INCORPORATED) , a New York corpo- 
sation (hereinafter called the “Lender"), at its office at 660 Madison 
Avenue, New York, New York, che sum cf Se + Bench Faery Saree Fovvind 
DOLLARS, with interest thereon, “rom she Gave nereo: vO and inclucing 
the day when this note becomes payable, at the rate of six per cent 
per annum. 


T. As collateral security for the payment of (1) the indeot- 
edness evidenced hereoy or by eny note(s) which may de given in renewal 
or extension of all or any part of that indeptedness, and (ii) any ane 
all cther odligavions and/or liabilities, direct o> contingent, of the 
indersigned to the Lender, due o> to become due, whetrer now existing 

vr nereaftver arising, (the indebtedness evidenced nh “eby and any and 
all such other obligations and liabilities being nereinafter referred 
to as she "Obligations"), the undersigned nereby pledges tothe Lender 
any and all of his property now or at any time(s) hereafter in the pos- 
session or control of the Lender and hereoy gives the Lender a lien 
upon all the property as aforesaid for the amount(s) owing at any 
time(s) on the Obligations. 


II. Furthermore, the undersigned agrees: (a) that, in event 
of any new or additional certificate(s) of stock being issued (as stock . 
dividends or otherwise) relative to any stock held by the Lender at the - 
stme as security hereunder, such certificate(s) shall be deemed an tin- . 
crement to the stock so held and under Dledge to the Lender and that, 
therefore, such certificate(s) will--to.the extent received by or placed 
under the control of the undersigned--be held or controlled in trust 

“or the Lender and will be promptly delivered to the Lender (in form 

for transfer) to be held hereunder; (o) that the Lender shail be uncer 
no duty with respect to any property held relative hereto at any time(s) 
except to account therefor in due course pursuant to the terms and pro- 
visions nereof, end (c) that the Lender may, in its discretion and in 
tne absence of other express instruction in writing, apply any amount(s), 
waien may be paid to and/or received or held by iv relative hereto 2 

ny time(s), to the payment or reduction, either in whole or in part, 

of the principal and/or interest (as the Lender may elect) then owing on 
all oz any of the Ocoligations. 


-”. 


na che 
follcwing, to wit: (a) the non-paymens of any of the Odligations; (bd) 
“se Geacn of the undersigned; (c) any petition in bankruptcy being 


IZI. In event of the nappening of any one or more of 


as 


filed by or against tne undersigned or any encorser or guarantor of 
snis note, or any proceedings tn dankruptcy, or under any Acts of 
‘Congress relating to tne reiief of destors, oeing commenced for vne 
relie? or readjustment of any tvdeotedness oF the uncersigned or any. 
endorser or guarantor of this note, either througna reorganization, 
composition, extension or otherwise; (ad) the making oy she undersignec 
or any endorser or guarantor of this note of an assignment for she 
Seneric of creditors or the taxing advantage oy any of the same or 
any insolvency law; (2) the appointmont of 4 receiver of any property 
of the uncéersignedc or any endorser or guarantor of tals mote; (f) she 
attacnmment or distraint of any funds or otner property oF the umer- 
signed which may be in, or come into, tne possession or control of 
tne Lender om or the same Secoming subject at any time to any manca- 
tory order of court or other legal process--then, or as any time after 
the mappening of any such event, this note and/or any note(s) or otner 
ooligasion(s) whien may be taken in menewal or extension of all or any 
part ofr the indebtedness evidenced thnereoy, snail immediately become 
Gue and pay2ole, witnout demand or novice, and likewise upon the 
happening of any such event, or at any time therearter, any or all 
of the other Odligations then existing shall, av the option of the 
Lender, become due anc payadle forthwita, without demand upon or no= 
tice to tne undersigned. Furthermore, in any such event, full power 
and authority are nereoy giver tne Lender to sell, assign and delive> 
the whole, or any part(s) tnereol, of the property hereinbefore plecgec 
to it or eo public or privacve sale, at the option of she Lender, either 
for cash or on credit or Tor future delivery, without assumption or 
any credit ri k, and without either demand, advertisement or notice 
of any kind, all of whica are nereby waived, and no delay on the pare 
of the Lender in exercising any power of sale or any other rights or 
options hereu.der, and no notice or demand, which may be given to oF 
‘made upon tne undersigned by the Lender with respect to any power of 
sale or otner right or option hereunger, shall constitute 2a waive> 
tnereof,.or limit or impair the right of the Tender to take any acvion 
or to exercise any power of sale or any other rights nereunder, with- 
ous notice or demand, or prejudice the rignts of the Lender es against 
tne undersigned in any respect. Av any sale nereunder, the Lender 
may itsel? purchase’ the whole or any part of the property sold, free 
from any right of redemption on the part of the undersigned, all sucn 
rights oceing also nereby waived and released. In event of any sale 
or other disposition of any of she property aforesaid, after deducting 
all costs or expenses of every kind for care, sarekeeping, collection, .. 
sale, delivery o> otherwise, the Lender snall, after applying tne 
resiaue of the proceeds of the sale, or other disposition thereo?, 25 
nereinabove authorized ana arter maxing proper allowance for interes*s 
on Osligasions not shen due, return any overplus to the undersignec, 
all without prejudice to the rights of the Lender as againss the undere 
signec wita respect to any aad all amounts which may chen be or remain 
unpaid on any Opligations. 
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waives presentmen% for payment, 
of tnis note and iurther agrees 
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an§ metcers of conmssvruction, validity an@ performance, and that none 
of its terme or provisions may ode waived, aicered, modified or amended 
except as tne Lendex may consent thereto in, writing ss signed for 
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Edward M. Gilbert 


and on its behalf. 
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SCHEDULE 


€ ’Czsn in banks 


‘Shaves of Common Stock of E. L. Bruce Co. 


334,992 fe eae 
(Ensozporased) . 


sh Pe ey 


/ $24900,000 prin S922 amount Conversia.e Dedensures oF. 
ate ae Bruce Ca. eae! We SECS; 


149,000 shares of Common Stock oF ®ne Celosex Company 


bag : : 
6 ae 300 shares oF stock of Wess Indies & Carrisean Corp. 
Tavestmens in Canadien Cit Vensuze. : 
C _—s«sTayastmens in Data Sensors j 
Tavestmens in Solvere, Inc. : ; =e 
me : Zeal Sscaves . : : 
Souse end Land imiowm as Ville cel Mare, 
2 Roguesrune, Cap Marcin (4,.%.}, 2rence 
ae Property at 46 East 70 Serees, New York City ee 
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Sencé on Route 13, Sucks Counvy, Pennsylvania 
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KNOW ALL MEN that the undassignec, EDWARD M. Gilgssa:, Gs 
nd ° Aiea . @.; 4 ° ° 
S17 Fista Avenue, New York, vow York (hereina=ver calicc “he 
signos") hereby ecknowlecgin an indebtedness to the S. i. 
RUCE co. TNCORFORATED), a New Yor corsotation, (nereinazte= 
called <ne "Assignee" ia the sum of $1,952,000 with iatesest 


snexseon from the or ae of Zune 1962, at the cate of 6% pear 
annum hereby assign enasfurs and Sets overs Ents the Assienca, 
all ‘os the Assignoz ris gant, title and interest in anc co < 
property set foreh in 2 annexed Schedule and in end to any ane 
all moneys now o> heszeerter payedie %o she Assigno=> on account 
thereos. 


tae Assignor heresy gives end grantes unts the Assignee 
full sower and authority, for tne Assignee’s own use and Senezit 
Sut at the cost and exnense of The ASSLGNOS, to as4, demand, oe 
— seceive, comoéuad anc give accquistence for any of the 
prope=s hereby assigned anc/o=z eny and ei. moneys now Se | 
aite= dus fo bog owing with segexrd to tae prope=ty nereoy assi LGReC = 
s 


33 $3 


ad = she name or the As oz or otherwise, to maxe and enzoz 
any anc all claims and demands thereon o= with tespect theretse oe 
to prosecute and/or Suitndzay any and all suits oz stoceecings at 
law o> in equity cheretoz> o> in connection therewith, it being 
pias thas che Assignse sheil be under no cuty oF osligaticn . 
<S zcise all or any of such scwers end autnosity. The Assignoz 
5 ay agzees to indeanity che Assignee fox and on account OF 42% 
exsoages which may be incuzred sy the Assignee by season of, OF 

in seterence to, any ase all such claims, demands, suits or pro- 
ceedings as afozesaic. : 


$10 


The Assignor agrees upon secuest to implement thi 
signment y executing and delivesing whatever ans trument(s) counse 
oz tae Assign ree may deem essential oz desizabie whe= eby to enasié 
the Assignee to realize the sights anc prosexty hereby assignec. 


IN WITNESS WHER=SOF =e ae has duly executed snl 
Assignment this’ Le | aay G of |S - 
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324,991 shares of Common Stock of 
( Incompozatec 


$2,000,000 principal emourt Convertible Debentures oF 
=. L. Bruce Co. (incozsoretec 


Fe 
J 


149,000 shares o= Comzon Stock of The Celotex Company 
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Lear ire % iva. ULlbart: 


You are hereby notiNiea thet I, ths undersigned sistrict uirector of 

Internal Revenue find thet you have designed to conceal your property 
én order to hinder ani pravent collection sf income taxes justly due 

ani.to becoze due for tne period January 1,1962 to June 15,1562. 


In accorinnce with Saction 6351 of tae Internal Rovenm Caods rnd 

. Regulations thereunder, you tacrefore are notifiew thet pursuant to- 
authority granted to ae I heraby declare t:a Saxablo yerr bayim 
Jenusry 1, 1962 ami enied Juno 15,1962, Lousdintely termlanted ond 
the dnsone taxes to become due from you for such tatable neriod 
immediately uue and payable. ; 


You are further notifau that an sssesscont has oven mada ayninst you 
for the income taxes due frou you for such tataal: period ia tic 
following amount: 


\ 


Taxavle Year Tax 


January 1,1962 to 
Juns 15,19¢2 91,723,776.00 


and that sho aforesaid amount of incone tax is neroby declared 
imsaediately cua and payable by you. 


Tou are renueste, tnercforo, upon presentation of “his notice to 
you together with euch other or farther statenent of incona taxes 
as fay oe presontod to imuediately pay ite Pull amount of ‘be 
aforesaid incowe taxes. 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


UNITED STATES OF AMERICA 
INDICTMENT 


- wer hed 


EDWARD M. GILBERT, 
Defendant. 


JUN 28 1962 


The Grand Jury charges: 
1. During the months of May and June, 1962, 
in the Southern District of New York, EDWARD M. GILBERT, 
the defendant herein, devised and intended to devise a4 
scheme and artifice to defraud and to obtain money and 


property by means of false and fraudulent pretenses, 


representations and promises from E. L. Bruce Co. (In- 


corporated\hereinafter referred to as "Bruce"). 

2. It was a part of said scheme and artifice 
that the defendant EDWARD M. GILBERT, being president, 
a director and a controlling shareholder of Bruce, 
without authorization of Bruce and for his own use, 
benefit and unjust enrichment, would cause moneys and 
funds of Bruce aggregating $1,953,000 to be transferred 
to Rhodes Enterprises, Inc. (hereinafter referred to as 
"Rhodes") and Empire Hardwood Flooring Corporation (here- 
inafter referred to as "Empire"), corporations under 
his sole and complete control. 

3. It was a further part of said scheme and 
artifice that the defendant EDWARD M. GILBERT would 


cause the aforesaid moneys and funds of Brucé to be 


rad 


ctor + tn amma 
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transferred to the ‘secounts of Financiere Du Mont-Blanc, 
Geneva, Switzerland; Societe Anouyes Financiere Ficomer, 
Geneva, Switzerland; Ufitec, S.A., Zurich, Switzerland; 
Joseph Danon & Cie., Paris, Feanges Jerome International 
Corporation, New York, N. Y.; Dutch American Mercantile 
Company, New York, N. Y., and Jacques Sarlie, in satisfaction 
of obligations of the defendant EDWARD M. GILBERT, and 
Rhodes. 

4. For the purpose of executing said scheme and 
artifice, on or about the 29th day of May, 1962, EDWARD M. 
GILBERT, the defendant herein, did unlawfully, wilfully 
and knowingly transmit and cause to be transmitted by 
means of wire and radio communication in interstate and 
foreign commerce, writings, signs, signals and sounds, 
to wit, a cable from Vanden, Broeck, Lieber & Company 
in New York, N. Y. to Financiere Du Mont-olanc in Geneva, 
Switzerland. 


[Title 18, United States Code, Sections 1343 
and 2.] 


couns 2 


The Grand Jury further charges: 

On or about the lst day of June, 1962, in the 
Southern District of New York, EDWARD M. GILBERT, the 
defendant herein, having devised and intending to devise 
a scheme and artifice to defraud, and for obtaining money 
and property by means of false and fraudulent petenses, 
representations and »romises, unlawfully, wilfully and 
knowingly, and for the purpose of executing said scheme 
and artifice to defraud and attempting so to do, did 


place and cause to be placed in a post office and 


ote 


. ie 118 -A 
PHM: ac ; 
authorized depository for mail matter, and did take and 
& receive therefrom, and did knowingly cause to be delivered | 
by mail according to the direction thereon, certain matter, 
to be sent and delivered by the Post Office Department, 
to wit, a check of Rhodes Enterprises, Inc. payable to, 
and addressed to Joseph Danon & Co., 20, Rue de la Baume, 
Paris, France. ; 
2. The allegations contained in paragraphs 2 and 
3 of Count 1 of this indictment are repeated and realleged 
as though fully set forth herein, as constituting and 
describing the scheme and artifice to defraud, and for 
obtaining money and property by means of false and 


fraudulent pretenses, representations and promises, which 


(e 


the defendant is alleged as having devised and intending " 
to devise, in the immediately preceding paragraph. 


[Title 18, United States Code, Sections 1341 
and 2.] 


COUNT THREE 


The Grand Jury further charges: 
On or about the 31st day of May, 1962, in the 
“Southern District of New York, EDWARD M. GILBERT, the 
defendant herein, being president, a director and a 
controlling stockholder of E. L. Bruce Co. (Incorporated), 
unlawfully, wilfully and knowingly, in the offer and sale 
of a security, to wit, common stock of said EL. Bruce 


Co. (Incorporated), by the use of means and instruments 


of transportation and communication in interstate commerce, 
and by the use of the mails, directly and indirectly, did 


engage in transactions, practices, and courses of business 


PHM: ac 


which operated and would operate as a fraud and. deceit 
upon the purchasers of said security, in that, at the 
time of said offer and sale of said security, the defendant 
EDWARD M. GILBERT failed to disclose to the purchasers 
of said security that he had stolen, converted and taken 
by fraud $795,000 of the moneys and funds of said E, L. 
Bruce Co. (Incorporated). 

= 15, United States dade: Sectiors 77q\a) and 

Xs : 


COUNT FOUR 


The Grand Jury further charges: 

On or about the lst day of June, 1962, in the 
Southern District of New York, EDWARD M. GILBERT, the 
defendant herein, being president, a director and a 
controlling stockholder of E. L. Bruce Co. (Incorporated), 
unlawfully, wilfully and knowingly, in the offer and sale 
of a security, to wit, common stock of said E. L. Bruce 
Co. (Incorporated), by the use of means and instruments 
of transportation and communication in interstate commerce, 
and by the use of the mails, directly and indirectly, did 
engage in transactions, practices, and courses. of business: 
which operated and would operate as a fraud and deceit 
upon the purchasers of said security, in that, at the 
time of said offer and sale of said security, the defendant 


EDWARD M. GILBERT failed to disclose to the purchasers 


of said security that he had stolen, converted and taken 


by fraud $1,411,000 of the moneys and funds of said E. lL. 


Bruce Co. (Incorporated). 


[Title 15, United States Code, Sections 77q(a) and 
77x.] 


COUNT FIVE ~ 


The Grand Jury further charges: 

On or about the lst day of June, 1962, in the 
Southern District of New York, EDWARD M. GILBERT, the 
defendant herein, unlawfully, wilfully and knowingly 
did transport and cause to be transported in foreign 
commerce, from the Southern District of New York to 
Parts, France, securities and monies of a value in 
excess of $5,000, to wit, Check No. 1050 of Rhodes 
Enterprises, Inc., dated June 1, 1962, in the amount 
of $50,000 payable to Joseph Danon & Co., knowing the 
same to have been stolen, converted and taken by fraud. 


[Title 18, United States Code, Section 2314.] 


COUNT SIX 


The Grand Jury further charges: 

On or about the 10th day of March, 1962, in the 
Southern District of New York, EDWARD M. GILBERT, the 
defendant herein, unlawfully, wilfully and knowingly, in 
a report and document required to be filed under Title 15, 
United States Code, Section 78p(a), and which was filed with 
the American Stock Exchange at New York, N. Y. and the 
Securities and Exchange Commission at Washington, D. C., 
namely, a Form 4 Statement of Changes in Beneficial Ownership 
of Securities, made and caused to be made therein a 
statement to the effect that he sold or étheretee disposed 
of 19,142 shares of the common stock of E. L. Bruce Co. 
(Incorporated) during the calendar month of February, 1962, 
which, as the defendant EDWARD M. GILBERT then and there 


well knew, was false and misleading with respect to a 


e 5 
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© 
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material fact, in that said defendant sold or otherwise 
disposed of 25,142 shares of said stock during said calendar 
month. 


[Title 15, United States Code, Section 78f£.] 


COUNT SEVEN 


The Grand Jury further charges: 

1. From on or about the lst day of June, 1962, and 
continuously thereafter up to and including the date of 
the filing of this indictment, in the Southern District of 
New York, EDWARD M. GILBERT, the defendant herein, did 
unlawfully, wilfully and knowingly fail to file with the 
American Steck Exchange at New York, N. Y. and the 
Securities and Exchange Commission at Washington, D. C., 

a statement indicating the beneficial onueaces of the 
defendant EDWARD M. GILBERT, in the common stock of E. L. 
Bruce Co. (Incorporated) at the close of the calendar 
month of May, 1962, and the changes in the beneficial 
ownership of the defendant EDWAD M. GILBERT in said common 
stock which occurred during said calendar month. 

2. In and during the calendar month of May, 1962, 
the defendant EDWARD M. GILBERT was an officer and director 
of E. L. Bruce Co. (Incorporated), an issuer of an equity 
security, and was directly and indirectly the beneficial 
owner of more than 10 percentum of said equity security, 
namely, common stock of E.L. Bruce Co. (Incorpaated), which 


equity security was not an exempted security within the 


meaning of Section 78c(a)(12), Title 15, United States 


Code, and which equity security was registered on a 


national securities exchange, namely, the American Stock 


PHM: ac 


Exchange, pursuant to the provisions of the Securities 
Exchange Ac* of 1934, as amended. 

3. In and during the calendar month of May, 1962, 
there were changes in the beneficial ownership of the 
defendant EDWARD M. GILBERT, in the aforesaid equity 
security. 


[Title 15, United States Code, Section 78p(a) 
and Section 78f£f(a).] 


COUNTS EIGHT THROUGH FIFTEEN 


A TD 


The Grand Jury further charges: 

1. On or about the dates hereinafter set forth 
in Counts 8 through 15, in the Southern District of New 
York, EDWARD M. GILBERT, the defendant herein, unlawfully, 
wilfully and knowingly, directly and indirectly, made use 
of means and instruments of transportation and communication 
in interstate commerce, and of the mails, to sell a security, 
namely, common stock of E. L. Bruce Co. (Incorporated), in 
amounts hereinafter set forth in Counts 8 through 15, no 
registration as to said security being in effect with the 
Securities and Exchange Commission. 

2. The allegations of the preceding paragraph are 
hereby realleged in Counts 8 through 15 of this indictment 
as though fully set forth therein. 


DATE NUMBER _OF SHARES 
December 11, 1961 1500 


December 18, 1961 1000 
February 19, 1962 1600 
March 7, 1962 500 
March 8, 1962 500 
April 6, 1962 900 
May 4, 1962 700 
June 1, 1962 100 


[Title 15, United States Code, Sections 776) (a) (1) 
and 77x; Title 18, United States Code, Section 26) 
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COURT OF GENERAL SESSICUS 
County oP Usd YORE 


qc eew een cen eenenwe wn newenemamen eS, 
OPLE OF “HE STATE OF WW YCRE : 
3 

-against= 
; : 
| EDWARD 4. GILSERT, 3 
Dofendant. - z 


od 
LP APD AD ED HAY SD SO MAND GADD OH /* 


THE G GRAND JURY CP TBS Commy oF SEW YORK, sy this 
{ndictuent, accuse the aboveenamed defendant cf the crins of 


GRAND iosginig ENVY Lf THE FIRST DEGREE, aomitted ss follows: 


— 


Said defendant, 4n the County of New York, cn or 
soout May 28, 1962, with intent to deprive and dofrauc 
another of property, and of the use and tonefit thereof, and 
to apprepriate the same to nis own use, and to the use of 
gomeone other than tha true cuner, stole property from =. Le! 
Bruce Coe (Incorporated) naving an aggrogate value cf 250,000, 
to wit, a: check dated Usy 28, 1962 drawn on the account of 


‘ 


E. Le Bruce Co. (Incorporated) a% the Franklin National Zank 


of Long Island, payable to Rhodes Caterprises, ey 
bite 


SICOID COUNT s 


ND THE GRAWD JURY ATCRESAID, by this andiatmons, 
further scouse said ceferdants of the omime of GRAND LAncc nag 


SGRzs, coznitted as follows: 


Said qereones 4n the County of Nau York, on oF 
abouts May 29, 1382, witk totems to deprive ani derraua 


another of property, arid of the use and bensfit sacrcof, ane 


Bast sams 


scmeong other than the true owner, stole propasty from 
‘Expire Hardvoed Flooring Corp. having an eggresate value of 
$55,000, to wit, a check dated Uay 29, 1962 dravn on tho 
account of Sapire Eardvocd Flooring Corp. at the Trace Zant 
and Trust Ceapany, payable to the order of Jerome Internationa 


|} Corp. 
| trizp comm: 


AMD THE GRAND JURY APCRESAID, dy tals tncicsucnt, 
further accuse said defendant of the crime of GRAND IARCES 


iu THE FIRST DEGREE, committed az follozsa: 


Said defendant, tn the County of New Yorke, on or 
| sbout hay 29, 1962, wth interns to deprive and defrana 
another of property, and of she use and benefit thereof, and 
to appropriate the same to his own use, and to the uss of 
Someone other than the true owner, stole property from tie 


| Expire Hardvood Flooring Corp. having an agzregate valus of 


| 
| 
| 
| 
| 
| 
| 
| 
| 
{ 
| 
| 
| 
| 
| 
| 
| 
| 


$145,000, to wit, a check dated May 29, 1962 drawn on the 


} 
{ 


account of Expire Eardwood Plcoring Corp. at the Trade Sank | 
and Trust Company, payable to the order of Ricdos Enterprises, 
Ince 


FOURTH COUNT: 


AND THE GRAND JURY AFORES AID, by chis indictment, 
farther accuse said defendant of the crime of GRAND LARCENY 
DI THES FIRST DIGREE, committed as follows: 


Said defendant, in the County of ilew York, on or 
about way 29, 1962, vith intent to deprive ard defraud 
another of property, and of the use and benefit thereor, and) 


| 
| 
i 
| 


| 
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| BEST COPY AYALA | 


CNT renee 3 


to apprepriate the same to his own usc, and to tho uso of 


| 
someones other than the true cwner, stole property from Cupive 


Harduood Plooring Corp. having an aggregate value of #200,009, 


| 
1 


to wit, a choos dated Kay 29, 1962, drawn on the account of 
Expive Easdwoed Plooring Corze at the Trade Bank aad Truss 


Company, payable to the crder of Rhodes interprises, Inc, 
FISTH COUsT;: “ 


} 

| 
AND THE GRAUD JURY APCRESAID, by this incictmont, 
further accuse said defendant of the orins of GRAND LARCENY 


TY TES TIRST DEGRIE, committed as follows: 


about Woy 20, 1962,-with itatent to deprive and defraud 
another of property, ard of the use and benofit thereof, and 
to appropriate the same to his own use, end to the use of 


someone other than the true owner, stole preperty fren 


| 
| 
Said deferdant, in the County of New York, on or | 
| 
| 
| 
{ 


E. Le Bruse Co, (Incorporated) having an agzregate vaiue of 
| $540,000, to wit, a check dated May 29, 1962, draw on the 
account of £, L. Bruse Co. (Insorporaved) at the iiamfacturers 
Hanover Trust Company, payable to the order of Rhodes Enter- | 


¢ 


prises, Ina. 
SIXTE COUNT: 


AND THE GRAND JURY AFORESAID, by this indictment, 
further accuse said defandant of the crime of GRAND LATCENY 


Qi Tk PIRST SoGRES, committed aa follows: 


Seid defendant, in the County of New York, on or 


about June l, 1062, with intent to deprive and dofraud’ 


Gnother of property, and of the use and benefit therec’, end | 


to appropriate the same to his own use, and to tha use of 
someone other than the true omer, stole property from 


E. Le Bruce Co. (Incorporated) having an agsresate valuo of 


| 
| 
| 
| 
| 
| 


7490,000, to wit, a chesk dated June 1, 1962 drawn on th 
' account of 5. Le. Bruce Co. (Incorporated) at the Manu’ scturers 
| Hanover Trust Company, payable so the order of Rhodes Eater- 


-]- prises, Ino. [ 
ato 


| SEVENTE COUNT: 


AND THE GRAND JURY AFCRESAID, dy this tndictnent, 
further acause said defendant of the srime 


ID THS FIRST DEGREZ, scmumitted asa follows: 


Seta defendant, in the County of New York, on or 
abous June l, 1962, with intent to deprive and defraud 
anotner of property, ard of the use and benefit thereof, and | 
to appropriate the same to his own use, and to the use of 
Someene other than the true omer, stole property fron 
Z, Le Bruce Co, (Incorporated) having an aggregate value of 


€126,000, to wit, a check dated June 1, 1962, dram on the | 


account of E. Le Sruse Co. (Incorporated) et the Manufacturers 


Eanover Trust Company, payable to the order of Rhodes Enter~| 


prises ‘ Troe | 


EIGETH COUNT: 


AND TES CRAND JURY APCRESAID, by this tndictmont, 


arse 


further accus@ said ecefencant of the crime of GRAD LARCIUY 


t 


Gi THE PINST DEGREE, ecemitted as follozs: 


Said deZondant, in the County cf Now York, on or 


about Juno 5, 1962, wtb intont to deprive and defraud 


another of property, and of tho uso and benefit thereor, and) 


! 
} 
! 
{ 
! 
\ 
| 


Dee esnlpomaen } 
—— are Da, 


| Hanover Truss Company, payable to the order of Rhodes Iatem, 
u 


\ 


to appropriate tho soma to his oun uso, ard to thea use of 
Someone other than tha Srue owner, stolo property fren 
=. Le Sruces Co. (Incorporated) having an agsremnta valuo of 


$100,CCO, to «1%, a check dated June S, 1962, drawn cn tho 


account of 5. i. Bruce Co. (Iacorporated) at the Macufactvers 


} 
i 


AUD THE GRAID JURY AFORISADD, by this indictxons, 
further accuse said defendant cf the orime of GRAND LARCENY 


Dl THE PIRST DEGREE, cemaitted as follows: 


Said deferntsnt, in the County of Now Yortz, oa or 
about Juns 6, 1962, with intent to deprive-and defraud 


another cf property, and of the use and benefit thereof, end 


to appropriate the some to his own usa, and to the use of 


someone other than the true owner, stole property frem 


j ©. Le Bruse Co, (Incorporated) having an aggregate valuo of 


| 
i 
{ 


{ 


$160,000, to wit, a check dated Sune 6, 1062, drarn on the 
account of EZ. Le Bruce Co. (Incorporated) at tho Manufacturer 
Eanovor Trust Company, payable to the order of Rhedeg =nter~ 


prises, Inc. 


TERITH COUNT: ~ 


AND THEE GRAND JURY AFCRESADD, by this indictmens, 
furthour accuse said defendant of the arine of GRAND LASCECY 
Tt THS PInSt DEGREES, committed as follows: 

tA 
‘ 
Said cefemant, in the County of New York, on or 


abows June 6, 1962, with intent to denzive and defraud 


another of property, and of the use and oenefit theroof, and | 


to appropriate tho same to nis own use, and to the uso of 
someone other than the true owner, stole property fron 

EB. Le Bruce Co. (Incorporated) having an ag-regate value of 
$287,C00, to wit, a check dated June 6, 1962, draw on che 
accouns of =, Le Bruce Co. (Incorporated) as the Manufacturers 
Hanover Trust Company, payable to the Crmar of Rhodas Zater~, 
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PRANK S. UCGAN, 


District Attorney. 
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Creech 


No. We nave certain other corporations, 


Q Wrat are the names of these 


you know? 


A Well, one is E. 4%. Bruce Sales Company, a 


California Corporation; Cozaloc 


A (continuing) Sunset 
There are some other companies that we have had 
partial interest in that I am certain are in the 
process of licuidation, the names of which I can not 
give you. 

Q Sir, what is your position with the Bruce 
Company at the present tim 

A I am senior vice-president and secretary. 

ong have you been senior vice-oresidens 
and secretary? 
I have teen senior vice-presicent 


years } seeretazy since June i2, 


isioien a@id you occupy with the company 


Pa 


Creech 
prior to June 12, 19652? 


large of sales, 


I was a vice-president inc 
Were you an officer prio 

I was vice-president ab tnat time. 
Are you a director cf the Bruce Company? 
Yes, I an. 


Ecw long have you been a director? 


I have been a director since 1961 


Q Can you tell me who were the other directors 


commencing in 1961, if you can recall? If any nave 
resigned between 1961 to date, will you state the 
date of resignation. 

A You want just some tine in 1961? 

Q Whenever you became a director. What date 
was that? 

A I believe it was in Merch 1 


“a 


I think © can give you. the names of 


O'Connor; 
Weisbers; 
more. 


(Diseussion of? 


{ continuing) 


tb Creech 
company was still in Memphis. 

Q When did you have this administrative office 
at 660 Medison Avenue? 

A Well, as of September 1961, effective with 
the merger, 


Q When did you close that office, New York 


office? I assume it is not nere now, 


A No. Tne office was closed as quickly as 
we could manage to do so after June 1962. I don't 
know the exact month. 

Q You have mentioned that Mr. Edward Gilbert 
resigned on June 12, 1962. 

A Yes, 

Q Could you tell me the circumstances which 
brought about his resignation? 

A His resignation occurred a: ne disclosure 
to the Board earlier that day -- this was at a special 
meeting of the Board of Directors -- that ne had mace 
unauthorized withdrawals of $1,953,000 ef tre company's 
funds. After quite a bit of discussion, his resi 
tion wes incenenet and was given, 

Q You said it was disclosed, By ‘whom? 


A It was disclosed by a Nr. West of the firm 


of Snearman & Sterling, who nad been, up until this 


Creech 
day, the chun: alan, 
Mr. West, at our board meeting that day, as 
one of the first orders of business after we nad 
gone through certain routine matters, made a statement 
disclosing these unauthorized withdrawals and stating 
| that ne felt thet he should withdraw as the corpora- 
tion's attorney since ne would te ornnaaubiin ee 
Gilbert's interests in certain of these matters. 
Q i Was this a director's meeting, this June 12 
meeting? 
A Tis was a Board of Directors meeting, yes. 
Q Do you know who called that meeting? | 
A The meeting was called by the secretary, 
Mr, Polivy. 
'Q  #£Where was this meeting held? 


It was held at the offices at 660 Madison. 


Yes, 


A 
Q And you attended that meeting? 
A 
Q 


Did you come up from Memphis to especially 
attend the meeting? “ 
4 Yes, 
Q Was Mr. Bruce and Mz. Fellman also there? 
Yes. 


They came from Memphis, also. I take it? 


o- 
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A Yes. 
Q Sir, when did you find out for the first 
time about these unauthorized withdrawals? 


A I found out the night of June 11,/after 


r 


I was in New York. 
Q Would you tell me the circumstances under 


which you found cut about these withdrawals? 


A“. Well, the four of us from Memphis, the 


4 


neibs you meationed pits ir. rani O'Connor, came a 
up on 2 late afternoon plane arriving in New York 
somewhere around 7:00 o‘clock. 

We were met at the airport by Mr. Harry 
: Gilbert, who took Mr. Bruce and Mr. O'Connor in his 
automobile to the hotel, asked us to take a cab stating 
he had something to tell them, 

So Mr. Fellman and I went on to the hotel, 
and we were phoned later by Mr. O'Connor saying that 
he, Mr. Bruce, Mr. Harry Gilbert and Mr. Edward 
Gilbert would be coming up to ouz room in a few minutes 


and wanted to make sure chat we were there. 


So they did come up, and at that time we 


° ‘ 
were informed about tnese withdrawals. 


Q Who informed you? . 
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A Mx. Harry Gilbert led off the discussion 
and told us what had sane’ and then, of course, 
Edward Gilbert also explained portions of 5 a 

Q Would you give ce the substance of the dis- 
cussion by Mr. Harry Gilbert? 

A Well, basically, he said that Edward Gilbert 
had gotten himself in a tight spot through nis pur- 
chases ef Celctex stock and that he had made some 
withdrawals of the Z. L. Bruce Company fund,witnout 
any authorization,to use this money to bolster his 
position to mect margin calls. 

ee That was what Mr. Harry Gilbert said? 

A hat is right. He felt that this was done 

in the best interest of the corporation. 
te Of course, at this meeting, an attempt was 
being made to find some way to regularize these trans- 
actions by beard acticn. 


i 4 


Q An attempt was being made by whom? 


A By Mr. Gilbert. \. = 
Be 


@ That was Mr. Harry Gilbert and Mir. Edward 
'Glipert? 
“A Yes. 


Q What did ne do specifically? You said an 


. a 


attempt was made, 


Creech 
Well, it was just a matter of discussion. 
Q Could you tell me what discussion occurred? 
A Well, here were four of us and two of ce. 
members of the board, so I suppose © setline job on 
the fact that what he had done in connection with 


acquiring Celotex stock was for the long ranse advantage 


of E, L. Bruce Company and that he had taken this 


money and certainly ne had not gone through tne proper 
channels, and it was definitely admitted that this 
was unauthorized but that since it was in the best 
interest of the corporaticn and since he was going to 
make full restitution, which he had agreed to, that 
it was hoped that we could find some way in the board 
meeting the next day to ratify these actions. 

g You said that was what Mr. Gilbert proposed? 

A Yes. I wouldn't say this is all in one 
presentation or in one speech, but this was basically 
what he was attempting to accomplish during the courses. 
of the conversation. 

q& You said there were four of you from Mempnis 
ancd two of then. 

A Yes. 


Q What did the four of you say, or eny of you? 


Well, I was more or less in a state of shock 


anne el 


NEST COPY. WLABLE : 


at this time, and we found it very difficult to 
understand exactly what nad napvened. 

We principally -- we made no commitment, 
first of ail, as to what we would do the next day 
at the formal board me ting, but principally we were 
gatetnis questions just to find out wnat had happened 
and een it had happened and so forth. 

Q Did you personally participate in this dis- 
cussion? 

A Yes. 

@ . What did you say? 


I am afraid I can't recall. 


q To the best of your recollection. 
A 


Well, it was basically asking questions, "Well 
when @id this happen?" It was this type of thing. 

Actually, it was one of those goavenearsoea, 
pecause of the fact that there was a group of = 
who hed worked together very closely and had confidence 
in each other. _ | 

% was such 3 development to all of 

uc that se would sit 
silence, maybe three or four minutes. , Nobody lenén 


what to say. It was certainly not a normal and uaual 


pusiness conversation. 


Creech 461-A 

Q What did Edward Gilbert say? 

a He said that he had certainly taken the 
money and he’ realized that he was wrong, he had not 
gotten authorization on it dut that he was going 
to pay every penny back and that he had already made 

for doing so. Pe 
He mentioned the fact that he had already 
all of his assets to the company. ee 
went into a description of tne value of dee 
of these things, such as the paintings and the wean 


collection. And he was telling abdcut how much 


money they were worth and that this would undoubtedly 


take care of the full amount of his debt. 
Q Did he say what he had used the money for? 
A Yes. To meet margin calls on stock. 
Was thas stock purchased in Gilbert's nam 
Yes. 
This was on the llth of June, 1962? 
That is correct. 
Q What time was this? 
A £ pee say that probably by the time that 
the two Gilberts end Nr. Bruce and Mr. O'Connor reacned 


( 


our room, 1¢ was somewhere around 9:00 o'cicek 3:00 


Creech 


And this was vour hotel rcom? 


What hotel, do you recali? 
I think we were staying at the Savoy Hilton. 
What time did that meeting sreak up? 
Oh, 10:30, 11:00 o'clock. 
Q Were all four of the Memchis directors stay- 
ing at the same hotel? 
A Mr. Biruce was staying at another hotel; 
three of us were staying ide. 
i} Did the Gilberts leave before fir, Bruce 
left? 
A Yes. 


Q Did the four Memphis directors, including 


yoursel?, have any discussion after the Gilberts left? 


A yec.- 
Q : ssion occurred at that time? 
A Well, of course, we were renashing the 
situation, the developments that we just learned. 
We were trying GO evaluate cur sosition. 
We talked about the pcssible effects oa 


the organization, the morale of the organiza:ion 


back in Memphis. 


LS3-A 
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discussed, but I would like to nave the conversation, 
if he recalis any conversation. 

A I am afraid I can't, after this lengta of 
time, really recall. 

Q The substance, 


A The substance was basically "This is a hell 


of a note and what are we going to do now? This is 


going to te a terrific impact on the organi zation,.” 
and this tyre of thing. 

Q How long did this meetin 
four Memphis directors? 

B Well, it wag not a meeting as such. it was 
we just had not left out — they had not left our 
rocm. 

: I would say probably 16 was midnight pnefore 
the rest of them left and we ail went to bed. 

Q And the directors meeting was the following 
day, June i2? 

A The following day, yes. 

Where was that meeting 

Tat was at 660 Madiscn, at the office. 

Who was present et that directors meeting? 
All of the group that I have mendioned to ycu 


g members of the board, with one exception. 


- 


Sta 
tb Creech ai 
I believe this was Tom Lernagh who was not there, 


The minutes of the meeting will reflect 


Q Were any persons present at that meeting other 
than the directors? 

A Yes. There were a room full of attorneys, 
There was Me. West, wnom we knew, of course, who was 
at. that moment the corporation's peas, there 


whom - 


= 
od 


were two or three men.from Webster, Sheffield 


we did not know at this “ime, but who were introduced 


to us. 
E eeuaaus deat been ware < Mar. 
Cahill or someone from his office there, 
Q That is the Cahill, Gordon firm? 
‘A Yes. He had come at the request of Mr. Loeb. 
Q You said the four Memphis directors learned 
of this situation on the night of the lith. 
Did you have any conversation with the 
other directors, meaning the directors other shan the 
two Glibérts and the Pour Mempnis sectors, on 
the lith or on the 12th tefore the meeting? 


A I can't remember specafically any conversation 


ae 


Incidentally, I remember one more director 


PM od 


cue 32oA 
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whose name I forgot to give you, and that was Norman 


Mason. | 
© m I do remember that we went into Norman 
a Wason's office end sat there, and we did not have any 
direct conversation about this situation because 
effice employees were coming back and forth and we 
just didn't get into discussing this matter 
Q Was Mr. Mason an officer in addition to being 
a director? 
A No. He was not an officer or an employee 
| of the corporation. 
Q But he did have an office at 660 Medison 
Avenue? 
| ee He had an office because he was an officer 
: of a subsidiary corporation that was pertlaliy cwned 
by 3. UL. Bruce Company. 7 
we | Q What company was that? 
: : A American International Housing. 
: Q@ Mr. Loeb and Mr. Weisberg, did they have 
6 ay offices at the premises 560 Madison &venue? 
A No, they did not, 
if Q Did you have any conversation with chem at 
o any time prior to the meeting on June 12? 
A I would say that generally we did not because 
nay : 
4 


C oo 
a 
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I personally did not. It is possible that some of 


our people did. But because of the som2what cpening 


layout of the office up there, with people coming 


in and out, we did not get involved in any great 
discussion otner than a very, very casual one of 
the events that we nad learned about. 
sunthermore, we were over there only a short 

time before the meeting actualiy started. 

Q What time did the me meeting start? 

A Again, the minutes would reflect this and 
can't say isiieesels I think it was scon after 9:00. 

Q Thet was the morning oe cea cies 

A The morning of the 12ti 

Q Who presided over that ssphariats 

A EB. uh. Bruce, dr., wao was ens ve 
board and WhO regularly presided st the meetings. 

. Was Mz. Bruce a stockholder at that tine? 

A He may Rave had minor stockndéldings, yes. 

Q But he was 2 minor stcekholder? 

As Yes. 

Q ts he pr esently a stccicholder, to 
knowledge? 


A Yes. 


Q Yas Me, Bruce an officer at that time? 


va 
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A He vias chairman cf the board, 

Q But ne didn't have any office other than 
being chairman cf the 

A No, he was not the chief executive officer. 

Q What You say you arrived at thre 
meeting apout 

A Yes. =o 

Q qhac happened when you arrived at the meeting? 


A IT don't know that we had a formal agenda. 


Tis meeting had been called oy telegran. 


But Mr. West, I believe, suggested that we get 
out of the way certain very routine watters, like 
‘approving the minutes of the previous meeting and 
taking care of a request for replacement of a lost 
stock certificate, end one or two items of this nature, 

Then Mr. West said that ne hac a statement 
on a matter of great importance to the company and to 
the board, and his statement was that several cays 
ago, Mr. Eduard Gilbert hed come to one of Mr. West's 
essociates and ned revealed to him that had taken, 
without authorization, certain funds of the Bruce 
Company to polster his positicn in the purchase of 
Celotex stock, and that this conversation hi 


reported to Mr. West. 


serjous situ 
nave to be made * 


and thas a spscial tors 


Mr, Gilbert had given him at one of the meetings 


they had had bercr 


of all of his assets, including stocle in Celotez _. 


oe 


and Bruce, some of nis paintings, his stamp collection 


and certain equities in real estate,vo make 


a 


more or less, His fp se that he was soing © 


she board members? 


One other thie, 
I mentioned pr said tnat sines he | 
bne Gilbpers 
many years 
assorney and recommend 


firm of Webster, 


Creech 
There was a discussion, certainly, at 
point about what Mr. West had tole us. Cur principle 
need at the moment vas 
which had been oe tc us into cash at the 
quickest possible tine pecausce we had r er sub- 
stantial bank loans. 

: There wes a discussion cf the Ceictex stock 
which Eduard Gilbert owned veing purchased by the 
Ruberoid Corporation, and we felt,from much. of tne 
morning, that this would be accomplished, until we 
heard from the supe roid ~~ 


Ruberoid people, who were also in session 2 


meeting, that the proposal that they purchase the 


Celotex stocis had been turned down. 
Q Was this offer to purchase Gilbert's Celovex 
stock? 
Both 
Bruce Company had. 
L. Bruce Ceompany have in 
Celotex, 


De 4 —e 
A woul co vrervesn my memory. 


rear 


22ar 
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MR. FIELD: Yes. 
Do you know how much Gilbert nad? 
A Ir don't know! cersonally, no. It was 
something cr tnis sort. 


MR. FIELD: Tnreusand? 


A ta ti on: ie repr7 nvation was 
made by Mr. 
througn and n ese cther assets chat : 
assigned to us 3 that this yould 
pay back all of this monéy tnat he had taken from 


the company. 


Q Do you know who nesotiated the Rubercid deal? 
sS 


A I do_not. 
gq Do you know if any cf th 
negotiated it, cther 


4 I think it is possible 
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Little Rock ard Nashyilie and sealahiak: 


on these propcsal 
by Mr. West on June 

A Weil, I mean -- 

Q Were any resolutions pessed? 

A What proposais do you mean? 

Q You mend that Mc. Yest outlined thet 
an assignment had been siven, that there withdrawals 
nad been made. 

Were any resolutions passed by ‘the poard of 
directors in connection with anything you mentioned? 

A Yes. 
more inte eee th 


and also @ diseussion of 


assets and particulariy in connection 


Ruberoid offer. 


e2en 


Shef?t2 


ot eee? 


shat Caney, a! 


to wuhevd was pe done next. 


tO an hour. 

When 
L beixieve Mr. 
the spokesman that certain things should be 
done immediately and %: were -- and all of these 
were then passed in a resolution or a series of 
resolutions by the board, that Mr. Gilbert vesign as 


a director and president of 7 any and, secondly, 


that Me. Polivy resign as secretary of ths corporaticn, 


that a new president and a new secretary de elec 
at this meeting, which was done. 

That a full disclosure of the facts should 
be made to tre SEC and American Stock Exchanges; chat 
the auditors should ‘ and instructed to 
make a thorcughn and complete audit of the company's 


financial affairs; and that ean 2a: % publie 


districts abtorney? 
A 
Q 
Ido not know, 


Do you know who vould lnow that, wheth 


sade 


33 


there was any re ¢ Oo the Gistrict attorney? 


A Well, 2 protaoly the attorneys there 


would, 


Q But you say there was ne discussion along 
those lines? " 
A About whether or not we should -- 
Q Refer it to the di: attorney. 
A Ne. 
Q You mentioned ar assignment cP al 
Gilbert's assets. 
Do you know when that ass 
it drawn before the meeting? 
A It was dated before the meeting, yes. 
Q Was this handed out to the éictors? How 
it presented? 
It was not passed -- copies were not made 
it was not passed around. It was just displayed 


the contents 


has a tax lien on these 
from -- 


ie aN pints Osta mn, Pascoe. € ms, Mr. Creech, i? you please. 


BEST GOPt_AVALABLE | - 
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But chey nave not ecliected any amount? 

We have collected a smail amount or cash 
France, aprarently whieh the Covernment did not fils 
any tex lien. 


Q Do you know how much you got from the real 
oS 


$2,774. 


WR, DUNNAVILIE: cCef the record. 


(Discussion orf the record.) 


Q the meeting 


which you have not mentioned here today? 


A After this Ruberoid matter had. blown und, 


-after we found cut shat 


there was dilscussicn of possivic other purchasers 


Selotex and Bruce 
were in town or 
coming in town t : 
might tale out 


would se nel 


We spent -- 


of dnl. bot $0 haw 
me with ore avcorns 


+ their beard was not interested, 


e 


ere 


release that was to be sent to the newspapers. We 
never did really adjourn 7 6 S>» although we 
were throusn with much o 

we could get scme time in the arternocn, around 

3:00 ofclock, I would say, or l:d0 o'clock, necause 
we were waiting Por bir. Gi to come back and give 


us @ report on what nappened wh he talzed to these 


w 


urehasers of this stock, Of course, 


he G@id not come back. 
“Finally, about 8:00 

word by shone that he w 

through, 80 we adjourned the 


Q You remained at the meet: Prem 9:0 


people -- everyone stayed on 


think Mr, Harry Gilver‘ 


I wes in enoc 


4300 ofelcoek 
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Creecna 

A To the best of my recollection, it was 
around 3:00 o'clock. 

Q First, from whom aia you veecive word that 
the deal had falien through? 

A Z. believe Mz. Harry Gilbert had left 
with Eddie Gilpers, and he phoned pack and he said -- 
the switchboard hed been proses at this time and 2 
phone rang where 1¢ was plugsed in, and someone 


answeree it and came in and said Mr. Gilbert, Harry 


Gllbert, was on the phone and said the deal had fallen 


through. I can't recall who had govten the tessace. 
Q The meeting still had not adjourned et 
that time? 
A No. 


g So what nappened after tnat? 

, a thinic at this point -- this was around 
8:0G o'clock -- we knew that they were not coming back 
ene there was no point in staying arcune there any 


further, so ze did at that tize adjourn the meeting. 


dces 1b and we mi 


NOTICE OF LEVY 
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Name of 3rd Party 


William H. Place & Coe 
Eaployers Mutual Liability Cos 
Waldorf Astoria Hotel Ser aa | 
Jerome International Corpe — Sa nT! 
U.S. Fire Insurance Coe U.S. TAX GOURT . . 
Avpleton & Cox, Ince |e, oe 
Maritime Insurance Coe : —*. 
Chubb & Sons Inc. : Pee ee 
Tederal Insurance Coe / Paved 2 1975 
Reliance Insurance Cos rae ee 
Sehiff Terhune aASe ReCorved in Evieenct_ 3 
Tobey & Kirk Docket No.-, 4 ; 
Chemical Bank N.Y. Trust Coc 
Astor & Rose 
Stern Philanthropis Fund Ince 
Eornblower & Weeks oan Saale cee f 
Mutual Benefit Life Inae Coo Ce ah i Inse Policy 
“New England Mutual Life Iase Coe a) ‘ * 4 
Marine Midland Trust Coe Cam 1 .: 7+ Wo assets 
Yirst National Bank of Jersey City 1 NURS i alain : ei 
Union Commerce Bank Ce wt akin . 
Srerelana Trust Ce: . Se Ve Ane MANO Rs bad 
Bowden & Bulloek 

_ Mr. Charles Evans % EvanePieone, Ince 
Franklin National Sask 
Mitchell & Cos ~ is 
Chase Kanhattarg Bane 
Grace National Bank Pe Wee ne: 
Manufacturers Usnover Trust Coe (‘+ Wall)  «*B/p overdra 
Trade Bank & Trust Coe "-.  * Mo annets: 
Manufacturers Hanover Trust Coe (1460 Bdwy) - G/p overdrawa 
Dreyfus & Coe : . > Ko saseta 

’ Grauberg, Maroche & Coe i : * a 
Farris Upham & Coe 7 a i 
tra Haupt & Coe. ie 
Carl Me. Loed, Thoades & Coe 
Celotex Corporation. 
Chemical Bank NZ Truat Coe a yl 
Chase Manhatten Bank (Transfer Agty Celotex, Corre Reee $18,622 


Ee Le Brucs & Coe : No assets 
Royal State Banc od eg ‘es 

“YUst National City B,,k of OO ies ai at ai ere cow | OU " 

' Sth Aves Bank Save Deposite Vaits Inc > Safe Depe Box 
Chenienl Bans Nf Trust Coe ' . Ho assets 
Raynolds & Coe ” ™ 
Mire. Hanover Trust Co. (Trane “gto Gen'l Builders) bd " 


Raseaeacsa 
> 
on 


& 
saag 


8 
K 


Ss Acute hed) ECW TPRE TMP TI Ie TITRE PREP TIT ITE! on Fn ae 


eens ene eer verta PPT EKS OI 26 Sh Pe HAT 


a3@282822 


jae 
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"Name of 3rd_Part 


Bankers Trust Coe (Agent for Fors) 
Morgan Guaranty Trust (Latton) 
Horgan Guaranty Trust (deneral Builders 
Bank of New York 
MeDonnell & Cel . 
Union Planters Bank -(Edward and 

Rhoda Gilbert) le 


Discharged no valu 


Rec’ 


st National Bank of Chicago 

Dutch American Mercantile Corpse 

Lefe Rothschild & Coe . 
Lafayette National Bank 

Monmouth City National Bank a ti 
Bank ~ ni 


Lakeview Trust & Savings 
_ Wildenstein & Coc 
Murray Koven 


- Ford Motor Co. 

_ Joseph Golum Agency 

Dawid Ce White Agency Ince 
franklin National Bank 


(Agent General 

Builders) 
Strauss & Cos 

"" Gontinental Insurance Coe 

. S&F Hutton &: Cae 

“ Centennial Insurance Coe Rec'd 

: ¥.t. Tryon Venture fo Mele Schreiber & COs 

"> ‘Chase Manhattan Bank (As Rezistrar for 

aa Flicor Corpe) 


Rec'd 


eee Barclays Bank DCO 
‘°° National City 


ue 


Bank of Role (sa tran3 
ey agent for Yiieco 
_ Theatre 1941 efo Minto, Winokur & Pagan 
; . Acteon Productions Corpe ~ 
oa ye First National Bank of Chicago 
Oe | a a Loetacher Hfg- Coe c/o 
oat Feesey & Loetacher Mfge Co. 6/0 
cf ee Mectric Corpe vids 
Ly Fete Tryon Aparteeants ee oe 


° 
oe wp Fale . 4 f gen 2 


ae 


= 


48,499 shares 


Berbert Schoe 


Reply 


Ko Aasets 
ye it} 


Ca « 


a $4646.61 


No Aasets 


of 
El Bruce Inc. 

4% gube notes face 
value 3900 OoO 


No Assets 
bs | i] 
‘ <2 
v 


Stamp Collection 
Received 700 sharca of 


‘west Indies & Caribbean 
_ Bevelopaeat Ltt. 
. Ke Assets - 

w 


rt 
* 


ba ° 
e 
a " 
$3943.14 
$150.00 
No Assets 


r Corpeaittio Assets 


No Agseta 
A we 


nr A] o 


Herbat Schoenbrod= No Assets 
nbrodeto Assets 


No Assets 
@ 


Hane of 3rd Party "hy _ ‘Reply 


Wilbur D. Layman, Attty (Escrow Holder) hi Shares of 
% Kindel & Anderson (On the Gilberts) Solvere Ina, 
Tirst National Zonk of Jerzey City (as transe agent No assets 
for common stock of Manning, Haxwell% Moore, Iace) 
yrankiin National Dank of Lel. (aa transe agent for cs AN 
gommon stock of! 1. All State Properties 
: 2, Triangle Lumber Corp.) 
Old Colony Trust Co. (an transe agent for eommon — 
ateck of Howard Johnson Coe 
‘Firat National City Truat Co, (as trans agent for 
- gommon atock of Columbia Pictures Corp.) 
Marine Midland Trust Coe (as transe agent for 
common atock of Fedders Corpe) 
Bank of WeTe (as trans. agent for ecroos atock of 
Fairchild Camera & Instrument Compe) 
Le Club Ince a bi 
Goodkind Neufeld % Cae Ine ee ’ a 
MeDonnell & Coo  @ommen etock of om Evie Brisa & Coe 
Varden Broeck Lieber a ty ae Ho asoe’a . 


Je tienry Schroder Banking Corp Radian! a 
Jacquea Sarlie : die a ae IPO ase 
 Solvere Ince ; Se a A tetas om ili 1 shares bald 


Dales ica 4n encrow 
Tate Kenaore Inde BR nN AER Ih Mie aan a) a assets 
Comercial Sank of Rorth anerioa : ~ tint ..* 
Books Krandel Associates Receiving Paynenta © > © 
@ 


hy ‘ i ey ~ 


Maxwell Rubin % Allan A. Rubin 
Day & Meyer Murray & Young Corpe ' 
- Mew Hope Soiebury Bank : : Ro assets 
JR. Williston & Beme vil ee 
"me Bank of NeY. (as trans. agent for Heublein, Ince) a 7 
.. Petronomics Inde " . 
' Seyacur Kalb % Bele Bruse & Coe tate ~ Reece - $282.50 
Writers Stage Coe Ltde No assets 
 Yorgan Guaranty Trust Coe (aa Registrar for feublein,inee) “ ” 
i : R e 
“Bankers Trust Coe ( as trance A5GRE £05 oc places 


First National City Pank of M.%. (as Registrar for. lt 
Celanes Corp. of America) He 
Solvere inte ki ghares held ia exerow (see Levy of 7/16/62) 


RRR BAU PTT UE Wen TE he ty Pe 


« 


yO MOBS 2 oes Mies Te 
= . 
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NCTICE CE_LTVY 


Hare of tri Part 


Bankera Trust Coe 
Chese Manhattan Bank (ae Trans. Agent for 
eoumon stock of! 1. Rohr Adreraft Corpe 
ae Yoward Johnson Coe) 


POPE pe eerer ae Irn). O49 Ge ee 


Morgan Guaranty Trust Coe (as Trans. Agent for 
; Common atock oft 
1. Hanting, Haxwell & Koors, Inde 
2. McCrory Corp. 
36 Allis Chalmers Hige Coe 
&. Monsanto Chemical Corpe ) 


Bankers Trust Coe (as Trans Agent for commen . 
stock of! Fischbeck & Hoore Ine) 


9/14/62 — First National Bank of Het. 
big Chane Manhattan Bank 

10/22/62 Pennsylvania Turapiks Commission 

11/13/62 Publie Service Mitual (Bail Bond) 8 -- eC 
Northerlin Coe Inte a ‘eo A ae 824319675 © 
Chemical Back NeYe Trust Cée . Poy ee ne F $2,754.45 

: Suttheonian Testituts (a Bete ee Coli: thor 
- ; i Cee “ ae as Dis eee poe “ty 


. 


Pe RD Bn tenet dates aed nk 


ee Pe eee a 


bd Ad oe 


(a eine oo tek 


PPO errr Caen 


ear lin tals LB lt A oh ate 


et a ae 


me following is a list of liens filed “ey the U. 8S. government: 


Where Filed Date Filed 


New York County Registors Office 6/22/62 
Kings County , Y. $. TAX COURT " 
Queens County 
Nassau County 
Suffolk County 
Richmond County : 

7. Bronx County ne : Marked for identification 


Received in Evidence 


Chicago, Illinois ashet Mas : 

8. Cook County 6/22/62 
9. Celotex:-Corp.-Lien & Levy “e 

10. First National Bank of Chicago-Lien & Levy 6/28/62 
lL. Lakeview Trust Co. - Lien & Levy ” 
Louisville, Kentucky: 


12. Jefferson County 6/22/62 


Memphis, Tennessee 
13. Shelby County 6/22/62 
14. E. L. Bruce & Co. - Levy only " 
15. Union Planters Bank of Memphis-Lien & Levy Form 2209 


Jacksonville, Florida 

16. Dade County : 6/25/62 
17. Broward County ; 7/21 462 
18. Palm Beach County i, 6/25/62 
California 

19. Bank. of America in Los Angeles-Lien & Levy 7/3/62 


Michigan 
20. Ford Motor Co. - Lien & Levy Form 2209 


New Jersey 


21. Monmouth County National Bank of Rea Bank- 
Lien & Levy 7/9/62 


Pennsylvania 
"22. Philadelphia County 6/28/62 
23. Bucks County 6 


New York 


2h. Morgan Guaranty Trust Co.-Lien & Levy 6/25/62 
25. Fifth Ave. Safe Deposit Yault Tac. Lien & Levy 6/26/62 
26. Pivet National City Benk of NR. Y. 6/25/62 
27. Franklin Fational Bank of Franklin Sq. Lien & Levy, 6/22/62 


184-A. 


si 


by 9 
Where Filed 
L. F. Rothschild & Co. Lien & Levy 
Dutch American Mercantile Corp." [ 
Bankers Trust Co. . 
Lafayette National Bank 
Chemical Bank N.Y.Trust Co. 
Chase Manhattan Bank 
Manufacturers Hanover Trust Co." 
McDonnell & Co. Inc. as 
Reynolds Inc. 
Wildenstein & Co. Inc. 
David G. White Agency-Le 
Schiff Terhune Inc. . 
Joseph Golub Agency 
West Indies & Caribbean Development Ltd. 
Royal State Bank - Levy only 
Carl M. Loeb, Rhodes & Co. = Levy only 
Dreyfus & Co. " : 
Ira Haupt & Co. 
Grace National Bank 
Trade Bank & Trust Co. 
Harris Upham & Co. 
Granberry & Harache & Co. 
Mitchell & Co. 
Bank of New York 
Jerome International Corp., 
Room 1007, T%5 Stn Av., NYC 
Stern Philanthropic Fund Inc., 
Room 1807, T4h5 5th AVeo NwYsCe 
Maritime Insurance 0o.Policy #3113719," 
112 Johan St.,5 N.Y.C. 
Reliance Insurance Co. Policy #3469531, 
2) Clarty Sst.) 8.Y.C, Lien & Levy 
Federal Insurance Co. Policy #FPP 44033986, 
FWC 76032910; Pol.77033082-90 John 
St., N.Y.C. 

Continental Insurance Co. 
80 Maiden Lane, N.Y.C. 
Centennial Insurance Co., 

45 Wall St., N.Y.C. 
U. S. Fire Insurance Co., Policy 
- 311-4014; 110 William St., NYC. 
Employers Mutual Liability Co. 
of Wisconsin, 485 Lexington Av., 
New York City 
Chemical Bank NY Trust Co., 
20 Pine St., N.Y.C. 
Franklin National Bank of Frank- 
tin Square, L.I«, Ne Y. 
Astor & Ross - 111 Broadway, NYC. 
Waldorf Astoria Hotel-S0th St. & 
Fark AVey N.Y.C. 
William H. Place & Co., 50 Broad 
Ste, NeYeCe 
Tobey & Kirk, 52 Wall St., N.Y.C. 
Strauss & Co., 40 Exchange Pl.,NYC 
Hornblower & Weeks, 40 Wall St.NYC 


" 
Ll 
vy only 
" 


" " - 


Ld 


Lien & Levy 
Ly " 


Lien & Levy 
Pol. PFC 14028, 

Lien & Levy 
Pol. 2N3093, 

Lien & Levy 


- 


Date Filea ~ 


6/26/62 


6 6 
Sais 


6/22/62 
6/26/62 


6 6 
syaqise 


6/27/62 


6/25/62 
6/22/62 
6/22/62 


6/25/62 
6/29/62" 


1/6/62 
7/10/62 


Where Filed mF Date Filed 


Mr. Charles Evans, 1407 Broadway 

N.Y.C. Lien & Levy 7/12/62 
Goodkind Neufeld & Co. Inc., 

Tis Sth AVes N.Y.C. P ” f 5 
LeClub Inc., 416 BE. 55 St., ' 

N.Y.C. " * us 
Bowden & Bullock, 137 w.48th ibe 

Ste, NeY.C. ” ss c " 

Day & Meyer Murray & Young ; 

Corp., 1166 2nd Av., N.Y.C. 7/17/62 

Writers Stage Co., Ltd., 

50 Central Pk.W., N.Y.C. : " 

Seymour Kalb, 660 Madison Av., 

N.Y¥.C. ss . 
Jacques Sarlie, 745 5th Av., 

N.Y.C. 7/13/62 
Vanden Book Lieber, 125 Maiden 

Lane, N.Y.C. . 

J. Henry Schroder Banking Corp., 
ST Breoadvay, N.Y.C. ° 
The Mutual Benefit Life Insurance Co., , 

100 William St., N.¥.C. Policy 3336966 7/12/62 
Marine Midland Trust Co., 120 Broadway, N.Y.C. . 
Cleveland Trust Co., Cleveland, Ohio 7/10/62-2209 
Union Commerce Bank, Cleveland, Ohio 7/10/62-2209 
New England Mutual Life Insurance Co., Boston, Mass.7/10/62-2209 
Commercial Bank of North America, 116 5th Av.,NYC To be filed 
George S. Ireland, Jr., Rt.#1, Newton, Bucks 

County, Pa. 7/13/62-2209 

Tobe G. Krandel Associates, San Jocinte Bldg., 

Houston 2, Texas 7/17/62-2209 
Chambers County, TExas Hs ” 
Sun Oil Company, P.0O.Box 2831, Beaumont, Texas “6 - 
Henderson & Seggins, Commerce Bldg., Houston,Tex. 7/30/62 * 
Selvere, Inc., 1902 W.Chestnut St., Santa Ana, Cal.7/17/62 
Data Sensors, Inc., 13112 Cranshaw Blvd., 

Gardena, Cal. ' . 
Asteen Productions Corp., 3960 Broadway, N.Y.C. To be filed 
Emergran Productions Co., c/o Gene Wessen, 

$22 EB. Sard St., N.Y¥.C. To be filed 
J.R.Williston & Beane, 115 Broadway, N.Y.C. To be filed 
Petrionics, Inc., 230 Park Av., NYC To be filed 
New Hope Salsbury Bank, New Hope, Pa. - 7/18/62-2209 
Maxwell Rubin, c/o Alan A. Rubin, 32NLaSalle 

St., Chicago " n 
Barclays Bank, 120 Broadway, NYC ' To be filed 
E.F. Hutton & Co., 61 Broadway, NYC = Levy only 6/29/62 
Babylon Joint Venture, c/o Harry Gilbert, 

oO Kast 77th St., N.Y.C. To de filed 
Sutherlin Group Associatzs, c/o Harry Gildert, 

20 We TTtn Stes BeX eC. To be filed 
Ft. Tryon Venture, c/o M.S.Schreiber & Co, o 

271 Madison Av., N.Y.C. ' fo be filed 
Theatre 1961, c/o Pinto, Winakur & Pagan " 


580 5 Av., NYC . 


ghe following assets are held by the U. S. Government or tied up 
by lien: 


(2) Safe Deposit Box = contents unknownz belonging to Rhoda Gilbert. 
(2) 700 shares Caribbean Development Ltd. in I.R.S. vault. 

(3) Lien filed in Bucks County, Pa. - Bristol Township property. 
(4) Stamp collection at Willenstein. 

(5) -Paintings in warehouse of Day & Mayer, Murray & Young Corp. 


-(6) Liens at Mutual Benefit Life and New England Life against cash 
surrender value of both policies amounting to $4,200.00. 


(7) Income of $4.00 per month from oil leese with Sun 011 Co. 


(8) Notice of Lien and Levy against Salvere, Inc., Data Sensars, Inc. 
and Wilbur D. Layman (Escrow holders for shares). 


(9) Lien with Chase Manhattan Bank of N.Y.C. transfer agent for 
_ Celotex stock. 


(10) E. Le Bruce stock; 
(11) Lien with Franklin National Bank Registrar for Bruce stock. 


(12) ‘Lien & Levy against First National Bank of Chicago and Farley & 
Loetscher. 


(13) Lien and levy against the following banks in which stock might 
‘have been placed as collateral against loans: 


Union Planters National Bank of Memphis. 
Royal State Bank of N. Y. 
Chemical Bank N.Y. Trust Co. 
First National City Bank of N.Y.c. 
- Commercial Bank of North America 
Trade Bank and Trust Co. 
First National Bank of Monmouth, N. J, 
Morgan Guarantee Trust Co. 
Bank of N. Y. 
Lafayette National Bank 


e (14) Lien and levy with Stern Philanthropic Fund and Jerome Inter- 
‘mational, Inc. e 


(15) Lien and levy with E. L. Bruce Co. 
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UNITED STATES TAX COURT 


ED\ARD M. GILBERT, Petitioner, v. COMMISSIONER 
OF INTERNAL REVENUE, Respondent. 


Docket No. 6426-72. Filed April 1, 1976. 


Frank G. Raichle, for the petitioner. 


Larry Kars, for the respondent. 
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MEMORANDUM FINDINGS OF FACT AND OPINION 


QUEALY, Judge: The respondent determined a 
deficiency in the Federal income tax return of the petitioner 
in the amount of $1,467,536.51 for the taxable year 1962. 
The issues for our decision are as eae 

. Whether the petitioner must include in his 
income for the taxable year 1962 unauthorized withdrawals 
that he made from eE. L. Bruce Co., inc. 


2. If so, what amount, if any, is the petitioner 


entitled to deduct for repayments to E. L. Bruce Cc., Inc. 


during the taxable year 1962. 
FINDINGS OF FACT 


Some of the facts have been stipulated. Such 


facts and the exhibits attached thereto, are incorporated 
herein by this reference. : : 
Edward M. Gilbert, (hereinafter sometimes referred 


to as “petitioner") resided in New York, New York at the 


ent 


1 

The respondent in his notice of deficiency dis-.. 
allowed a deduction for interest in the amount of $41,075.66 
and a deduction for \axes in the amount of $1,963.20. . The 
petitioner has presented no evidence with regard to these 
deductions. ce, 
/ 
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time of the filing of his petition herein. He was a 
cash basis taxpayer. For the taxable year 1962 he filed 
a Federal income tax return with the District Director of 
© Internal Revenue, New York, New York. 
Prior to 1958 petitioner and some associates 
acquired a company known as Empire National Corporation 
i whien wae engaged in the lumber supply business. In 
September of 1958, the petitioner and his associates acquired 


control of E. L. Bruce Co., Inc., which was engaged in sub- 


stantially the same line of business. 


From September 1958 until June 12, 1962, the 


petitioner was first Chairman of the Executive Committee 

and later President, the principal executive officer anda 

director of E. L. Bruce Co., Inc. (hereinafter referred to 

as the "Bruce Company") and its predecessor corporations. 
During this same period the petitioner was also 

the major stockholder of the Bruce Company and the principal 

executive officer of Rhodes Enterprises, Inc., ail of whose 

issued and outstanding stock he beneficially owned. 

Petitioner also beneficially owned and controlied the Empire 


Hardwood Flooring Corporation. 


45 

In 1961 and 1962 the petitioner personally and 
Rhodes Enterprises, Inc. undertook the purchase of 
a large number of shares of the Celotex Corporation. 
All such stock acquired by the petitioner and Rhodes. 
Enterprises, Inc- was purchased on margin. Petitionex 
plcaoua all of his stock of the Bruce Company as. collateral 
for loans to purchase Celotex stock.. 


At the regular meeting of the board of directors 


of the Bruce Company on January 8, 1962, the. petitioner 


read the following statement: 


I wish to advise you in strictest 

confidence, of what I believe may prove at some 
future time to be a matter of great importance. 

to the Bruce Company. For a number of years, 

I have been investigating the business and potential 
of the Celatex Corporation, with which I think you 
are all generally familiar. Celotex has about 
1,000,000 shares of common stock outstanding, the 
current market being about 33. The Company has 

a. book. value greatly in excess of the present 
market, and I believe it offers a great profit 
potential which is not now being realized. Over 
‘the course: of the last year or so, I have acquired 
about. 50,000 shares of Celotex stock at an average 
cost of between 30-32 a share, or an aggregate cost. 
somewhat. in excess of $1,500,000. It is my present 
belief. that if a substantial amount of Celotex 
stock were held in friendly hands it might be 
possible at some. future date to offer Bruce stock, 
securities: and cash in exchange for the outstanding 
Celotex shares, but I believe that such an exchange. 
offer at the present time would be risky and not. 
timely. However, should the Board be of a different 
view, I am prepared to offer Bruce my present Celotex 
holdings at my cost. If the Board does not. wish. 

to acquire these holdings at this time I may dispose 


ses 
of them elsewhere. However, if at any future 191- 
time the Board determined that it was in the 
corporate interest to pursue the Celotex matter 
further and to propose an exchange of Bruce 
securities for Celotex shares, it would ke my 
intention to make my holdings available to 

Bruce at my cost for the purpose of facilitating 
any such transaction. 


At that time it was the consensus of the directors present 
that the Bruce Company should not accept the petitioner's 
offer as set forth in the statement. 
On March 5, 1962, at the regular meeting of the board 
of directors of the Bruce Company, the petitioner Head the 
following statement: 
At our meeting on January S, 1962 i 
reported to you with respect to the Celotex 


Corporation. Since that date I have disposed | 
of the 50,000 shares of common stock of The . | 
t 
| 


Celotex Corporation I then owned but, presently, 
XT expect to purchase additional shares and I 
wish to reiterate my offer to make any such 
shares available to this Corporation at my cost. 


On the basis of information presently 
available to me it appears that if a combination 
of this Corporation and The Celotex Corporation 
can be effected on a reasonable basis, such a 
combination would be in the best interests of 
this Corporation 


* 


ek & 


While I have not solicited any support 
from The Celotex Corporation shareholders, or 
made or received any commitments from any of 
them, a number of my friends and acquaintances a 
agreeing with my appraisal of The Celotex 

Corporation have purchased a substantial number ; 
of shares. It is my belief that, at present, . 
approximately 400,000 shares of the common stock 

of The Celotex Corporation, out of a total of 

1,028,651 outstanding, are in the hands of per- 

sons who would favor a combination of £2. Wath 

this Corporation. * * * 


~6- 
Pursuant to recommendations hy petitioner and after some 
discussion, the board passed a resolution which stated: 


RESOLVED, that the Chairman of the Board, 
the President, and the Executive Vice President 
be, and each hereby is, authorized to expend 
in the aggregate up to $400,000 of the funds 
of this Corporation to purchase shares of the 
Common Stock of The Celotex Corporation, at 
such price or prices as the officer expending 
such funds may deem advisable; that said 
officers be, and each hereby is, authorized to 
consult with Lazard Freres & Co. and Carl M. 
Loeb, Rhoades & Co., or either of them, to 
secure their recommendations with respect to 
the financial basis on which a combination 
of this Corporation with The Celotex Corporation 
could be effected; that said officers be, and 
each hereby is, authorized to discuss the com- 
bination of this Corporation and The Celotex 
Corporation with the management of The Celotex 
Corporation; and that said officers be, and 
each hereby is, authorized to make such further 
investigations of The Celotex Corporation as 
the officer making the same may deem advisable. 


‘On April 17, 1962, at a special meeting of the board 


of directors of the Bruce Company, on the petitioner's 
suggestion, the board, 


RESOLVED, that the authorization to purchase 
$400,000 of stock of The Célotex Corporation 
granted at the Board of Directors meeting of 
March 5, 1962, be hereby increased by $1,000,000., 
plus proceeds from the liquidation of non-current 
assets, plus the proceeds received from any in- 
creasa in the Connecticut Mutual Life Insurance 
Company Note to the extent of $1,800,000; and 


RESOLVED, that any officer of the Corporation 
be authorized to open an account with Lazard Freres 
& Co., for the purpose of purchasing stock in The 
Celotex Corporation as authorized by the Board of 
Directors. 
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In addition to the shares purchased by petitioner 
and Rhodes Enterprises, Inc., on margin, Bruce itself 
purchased substantial amounts of Celotex stock. Petitioner 
also induced friends and associates of his to purchase 
Celotex stock, guaranteeing them against loss. By the 
end of May 1962, among the Bruce Company, petitioner and 
his associates, 56 percent of the outstanding stock of 
Cedinteete was in hand and available for the merger. Nego- 
tiations for the merger had proceeded to the point in 
late May where it was agreed that certain directors of the 
Bruce Company would be placed on the board of Celotex. 

In late April 1962, petitioner went to Nevada to 
establish a residence in order to obtain a divorce. 

During the latter part of May 1962 while petitioner 
was still in Nevada, there was a severe decline in the 
price of the stock of both Celotex and the Bruce Company. 
Petitioner was thereupon called upon to furnish additional 
margin for the Celotex stock purchased by him and his 
associates. ‘a 

Ostensibly, in order to provide the funds to meet 
these margin calls, petitioner caused a series of checks 


to be drawn on the account of the Bruce Company, payable 
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to Rhodes Enterprises, Inc., or to Empire Hardwood Flooring 
Corporation, totaling $1,958,000. On June 5, 1962, 
Empire Hardwood Flooring Corporation repaid $5,000 of 
this amount. 

During this period, the petitioner also initiated 
negotiations to sell the stock of Celotex held by the 
Bruce Company, petitioner, and Rhodes Enterprises, Inc. 
to the Ruberoid Company. A meeting of the board of 
directors of Ruberoid Company was called to be held on 
June 12, 1962, in order to consider such proposal. 

On June 8, 1962, petitioner went to the office of 
Sherman, Sterling and Wright who were counsel for «he 
Bruce Company at the time. Mr. Robert N. West, a partner 
in the firm, prepared promissory notes in the aggregate - 
amount of $1,953,000, together with an assignment to the 
Bruce Company of all of petitioner's property, both real 
and personal. The promissory notes executed by the petitioner 
v-re predated to coincide with the dates of the unauthorized 
withdrawals. 

The assignment executed by the petitioner on June 8, 
1962, was predated May 28, 1962, and included cash in banks, 
stocks and other investments, real estate, paintings and 


other art objects, a stamp collection and various "participations." 
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The fair market value of the cash, securities and 
other property assigned by the petiticner on June 8, 1962, 
to secure the promissory notes of the petitioner aggregating 
$1,953,000 substantially exceeded the face amount of said 


notes on June 8, 1962, and on June 12, 1962. 


A special meeting of the board of directors of the 


Bruce Company was held on June 12, 1962. At that meeting, 
Mr. Robert N. West informed the board of directors that 
petitioner had made or caused to be made a series of 
unauthorized withdrawals of the Bruce Company in the 

total amount of $1,953,000, describing the circumstances 
leading up to the withdrawals and the manner in which they 
were made. Mr. West also reported the negotiations with 
Ruberoid Company for the sale of the Celotex stock ata 
price of $36 per share, and informed the board of directors 
that this offer had been rejected. The board of directors 
then requested and received the resignation of the 
petitioner as a director and president of the Bruce Company 
and the resignation of Irwin Polivy as secretary of the 
Bruce Company. Following a discussion of the possibility 
of recovery of the unauthorized withdrawals made by the 
petitioner, ens board of directors instructed petitioner 

to continue his negotiations for the sale of the Celotex 
stock and to report back later that day. Thereupon, the 


minutes record the following: 
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On motion, duly made and seconded, the 
following resolutions were unanimously adopted: 


RESOLVED, that the proper officers 
of the Corporation be and hereby are 
authorized and directed to request Peat, 
Marwick, Mitchell & Co., the Corporation's 
auditors, to conduct an examination of the 
Corporation's books and report to the Board 
at the earliest possible moment. 


FURTHER RESOLVED, that the proper 
officers of the Corporation be and they 
hereby are authorized and directed to 
inform the Regional Office of the Securities 
and Exchange Commission, the American Stock 
Exchange, the Connecticut Mutual Life In- 
surance Company and the Seaboard Surety 
Company of the disclosures made to the 
meeting today. 


FURTHER RESOLVED, that the proper 
officers of the Corporation be and they 
hereby are authorized to release for pub- 
lication the following statement: 


"“Mr.-E. lL. Bruce, dr., Chairman of 
E. L. Bruce Co. (Incorporated) announced 
that at a meeting of the Board of Directors 
held today Edward M. Gilbert has resigned 
as President and as a Director and that 
Mr. Bruce has been elected President. He 
will also continue as Chairman. Mr. Bruce 
stated that Mr. Gilbert's resignation 
followed his disclosure to the Board of 
Directors today that between May 28th and 
June 6th he had made unauthorized withdrawals 
from the Corporation in the amount of $1,953,000. 
He also reported that the Corporation had a 
surety bond in the amount of $750,000. 
Special counsel retained in connection with 
this matter, Bethuel M. Webster and Frederick 
Sheffield of Webster Sheffield Fleischmann 
Hitchcock & Chrystie, had been instructed to 
present the facts to the Securities & Exchange 
Commission and the American Stock Exchange. 
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Mr. Bruce said that prospects for 
the company were bright and that sales 
are currently running approximately 30% 
above the leveis of last year." 


The Board then discussed measures which should 
be taken to protect the interests of the Corporation, 
and on motion, duly made and seconded, it was 


RESOLVED, that special counsel for 
the Corporation, be and they hereby are 
authorized and directed to consider the 
measures which should be taken to protect 
the interests of the Corporation as a 
result of the disclosures made to this 
meeting, and to take any and all action 
which they deem appropriate, including 
the bringing of legal action against 
Edward M. Gilbert. 


As a result of what transpired at the meeting of 
June 12, 1962, including the threat of noseibie criminal 
prosecution, petitioner flew to Brazil that evening. . As 
a result of the announcement of petitioner's unauthorized 
withdrawals of funds from the Bruce Company and his flight 
to Brazil, there was a sharp decline in the market price 


of the stock of the Bruce Company. The stock had opened 


on the American Stock Exchange at a price of $19 per share 


and traded at a high of $20 per share. It thereafter traded 
as low as $14,75 per share and closed at $15.75 per share. 
On the following day, prior to the suspension of trading, 
the stock was changing hands in the range of $10 to $10.50 
per share. The stock of Celotex was likewise adversely 


affected. As a result, the Bruce Company stock and the 


198 A 


oa Sa 


Celotex stock owned by the petitioner and held as collateral 
or in margin accounts were sold. Neither the Bruce Company 
nor the petitioner realized any funds as a result of such 
sales. 

On June 13 or June 14, 1962, the Bruce Company attempted 
to file petitioner's assignment. The Bruce Company was 
informed by the County Clerk's office that there would be 
a filing fee of between $10,000 and $15,000 for the mortgage 


recording tax because real estate was included in the 


assignment. The Bruce Company chose not to pay the filing 


fee and, accordingly, did not file the assignment. 

Notices of Federal tax liens in the sum of $3,341,743.95 
were filed on June 22, 1962, with respect to the income tax 
liabilities of petitioner and Rhoda Gilbert for the taxable 
years 1958, 1959, 1960 and 1962. The above liens were filed 
with respect to joint jeopardy assessments of income taxes 
made against Edward and Rhoda Gilbert for the taxable years 
1958, 1959 and 1960 in the respective amounts of $3,836.40, 
$1,119,164.80 and $494,986.20. Also, a joint assessment 
was made June 25, 1962, in the amount of Sota, 


During the first week of November 1962, petitioner 


returned from Brazil to New York. On November 5, 1962, 


> 

The 1958 assessment has been paid in full. The 
1959 and 1960 deficiencies and penalty, as determined by 
the Tax Court, have been paid. 
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acknowledging an indebtedness to the Bruce Company of 
$1,953,000, petitioner executed a second assignment, 
this time omitting real property. On November 27, 1962, 
a consent judgment in favor of the Bruce Company in the 
sum of $1,953,000 plus interest was entered against 


petitioner. 


On September 25, 1964, pursuant to an indictment 


filed against the petitioner on June 28, 1962, in the 
United States District Court for the Southern District of 
New York, petitioner entered a plea of guilty to devising 
a scheme to defraud and to obtain money by means of false 
and fraudulent pretenses, representations and promises 
from the Bruce Company in the amount of $1,953,000; to 
transporting and causing to be transported in foreign 
commerce from New York to Paris, France, securities and 
monies of a value in excess of $5,000, knowing the same 
to have been stolen, converted and taken by fraud; to 
failing to file with the American Stock Exchange and the 
Securities and Exchange Commission a statement becicatig 
petitioner's beneficial ownership in the Bruce Company and 
changes therein for the month of May 1962. 

On February 2, 1967, pursuant to an indictment for 
grand ecceny. filed against petitioner on July 9, 1962, 
by a New York County grand jury, petitioner entered a 
plea of guilty to counts five, six and ten. Count five 


of the indictment ‘charged: 
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Said defendant, in the County of New York, 
on or about May 29, 1962, with intent to deprive 
and defraud another of property, and of the use 
and benefit thereof, and to appropriate the same 
to his own use, and to the use of someone other 
than the true owner, stole property from E. L. 

Bruce Co. (Incorporated) having an aggregate val.: 
of $340,000, to wit, a check dated May 29, 1962, 
drawn on the account of E. L. Bruce Co. (Incor- 
porated) at the Manufacturers Hanover Trust Company, 
payable to the order of Rhodes Enterprises, Inc. 


Count six of the New York County indictment charged 


petitioner with the same charge as Count five above with the 


exception that the date of the larceny was June 1, 2962, 
and the emount of the larceny was $490,000. Count ten of 
the New York County indictment charged petitioner with the 
same charges as Count five above with the exception that 
the date of the larceny was June 6, 1962, and t= amount of 
the larceny was $287,000. 

For the fiscal year ended June $0, 1962, the Bruce 
Company claimed a loss deduction on its books and records 
which included the unauthorized withdrawals of $1,952,000. 

The respondent determined that the petitioner received 
income in ena amount of $1,953,000 in the taxable year 1962 
consisting of the unauthorized funds withdrawn from the 
brucn Romsey and converted to personal use. The respondent 


also disallowed certain deductions for interest and taxes. 


oe 
OPINION 


ei In the taxable year 1962 the petitioner admittedly: 
caused checks to be drawn is the account of the Bruce 
Company totaling $1,958,000, of which $5,000 was repaid. 
The balance of $1,953,000 was diverted to the petitioner's 
use. Under the doctrine of James v. United States, 366 
U.S. 213 (1961), petitioner is hereby chargeable with 
having realized income in the amount of his ohdetertead” 
withdrawals of funds from the Bruce Company. See also 
Rutkin v. United States, 343 U.S. 130 (1952); Norman v. 
Commissioner, 407 F.2d 1337 (3rd Cir. 1969), affg. per curiam 
a Memorandum Opinion of this Court; Buff v. Commissioner, 
496 F.2d 847 (2nd Cir. 1974), xevg. 38 F.C. 224 (1972); 
Howard B. Quinn, 62 T.C. 223 (1974), affd. 524 F.2d 617 
(7th Cir. 1975). Respondent has thus determined that 
petitioner realized the sum of $1,953,000 as taxable income 
in the year of the withdrawals. 

During the same taxable year, petitioner tendered to 
the Bruce Company promissory notes for the full amount of 
the unauthorized withdrawals, secured by an assignment of 
all of petitioner's essets, including cash in banks, 


e securities (most of which were pledged as collateral), 
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real estate, art works, a stamp coliection, and other 
investments. At the time that petitioner tendered his 
notes and assignment to the Bruce Company, the fair market 
value of the assets exceeded the amount of the notes. 
It is a fair assumption that if the Bruce Company had 
elected to accept the petitioner's tender, a sufficient 
amount could have been realized to make it whole. However, 
the board of directors of the Bruce Company ouruend to accept 
the petitioner's notes and assignment in payment of the 
withdrawals. Being threatened with possible criminal 
prosecution, the petitioner "panicked" and fled to Brazil. 
Upon disclosure of the petitioner's unauthorized 


withdrawals and flight to Brazil, the stocks of both the 


Bruce Company and of Celotex were adversely affected. 


Petitioner's "equity" in these stocks was wiped out. The 
Internal Revenue Service made jeopardy assessments against 
the petitiorer for income taxes allegedly due totaling 


$3,341,743.95, thereby preventing the sale or realization 
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by Bruce Company in the taxable year 1962 of the value 
of the other assets covered by the assignment. 
In filing the petition herein, counsel for the 


petitioner contended that the execution by the petitioner 


ee ne rr ee 


of the notes and the assignment of his assets to cover the’ 
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amount of the unauthorized withdrawals resulted in a 
"consensual recognition" of his liability for such with- 
drawals, thereby negating the realization of income. 
Petitioner's position was predicated on the decision of 
this Gout ts Wilbur Butt, 58 7.C..224 (1972). Untortunately, 
our decision was reversed on appeal to the Second Circuit 
(496 F.2d 847). This Court is compelled to follow such 
reversal. Jack E. Golsen, 54 7.6. 742 (19760), atid., 
445 F.2d 985 (10th Cir. 1971), cert. denied 404 U.S. 940 
(1971). | | 

The facts in this case are also distinguishable from 
the Buff case. There, the employer accepted Buff's offer 
of repayment in the first instance. In the case of the 
Bruce Company, petitioner's offer was rejected. The board 
of directors was unwilling to accept petitioner's notes 
ar.d peer oreeres in substitution for the Company's claim 
against the petitioner on account of the unauthorized 
withdrawals. 

Applying hindsight, it is apparent that the Bruce 
Company may have exercised poor judgment in its handling 


of the indebtedness due from the petitioner. If the 
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Bruce Company had acted differently, the full amount 
may well have been pected within the taxable year. 
The petitioner attempted to make full restitution. 


However, we cannot give him credit for his good intentions. 


Decision will be entered 


for the respondent. 
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UNITED STATES TAX COURT 
WASHINGTON, D.C. 20217 


_EDWVABIZ 2, CIELBERD an... -c-eeeneee-eeee 
Petitioner, 


vy Docket No. 2 
: 6425-72 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


DSCISLow 


Pursuant to the determination of the Court as set 
forth in its Mesorandwa Fincings of Fact and Opinion 
filea heyil 1, 1976, it is 

ORUERED ANU DECIDED: ‘That there is a deficiency 
dn income tax due frem the potitioner for the taxable year 


1962 in the amount of £1, 467,536.51. 


. 
# - 


(Signed) Willian H. Quealy 
= Juage 
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UNITED STATES COURT OF APPEALS 
FOR THE SECOND CIRCUIT 


EDWARD M. GILBERT, 


Appellant, : Docket No. 76-4170 


-against- : CERTIFICATE OF 
SERVICE BY MAIL 


COMMISSIONER OF INTERNAL REVENUE, 


Appellee. 


I, ROBERT D. WHORISKEY, Attorney for Appellant, hereby 
certify that on the 22nd day of November 1976, service of 
the appendix was made by mailing three copies to Appellee by 
postpaid mail, addressed as follows: 
Mr. Gilbert E. Andrews 
Chief, Appellate Section 
United States Department of Justice 


Washington, D.C. 20530 
Att: F. Arnold Heller, Esq. 
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